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Title  45 — Public  Welfare 

CHAPTER  XIV— NATIONAL  INSTITUTE  OF 
EDUCATION,  DEPARTMENT  OF  HEALTH, 
EDUCATION.  AND  WELFARE 

SUBCHAPTER  A— GENERAL  PROVISIONS  FOR 
NATIONAL  INSTITUTE  OF  EDUCATION  RE¬ 
SEARCH  AND  DEVELOPMENT  GRANTS 

ADMINISTRATIVE  AND  FISCAL 
REQUIREMENTS 

Notice  of  proposed  rulemaking  was 
published  in  the  Federal  Register  on 
January  8,  1973  (38  FR  1020),  setting 
forth  general  rules  and  requirements  for 
the  award  and  administration  of  educa¬ 
tional  research  grants.  Interested  per¬ 
sons  were  given  thirty  days  in  which  to 
submit  written  comments,  suggestions,  or 
objections  regarding  the  proposed  rule. 


Several  comments  were  received  and  con¬ 
sidered. 

A.  Implementation  of  OMB  Circular 
No.  A-102.  1.  As  noted  in  the  citation  for 
various  sections  of  the  proposed  rule  (38 
FR  1020) ,  certain  of  the  regulations  are 
derived  from  OMB  Circular  No.  A-102. 
In  order  to  complete  implementation  of 
the  Circular  for  the  National  Institute 
of  Education  (also  referred  to  herein¬ 
after  in  the  Preamble  as  “NIE”  or  “Insti¬ 
tute”)  and  pursuant  to  the  Department’s 
regulation  (45  CFR  Part  74,  published 
on  September  19,  1973,  at  38  FR  26274), 
the  general  provisions  have  been  sub¬ 
stantially  expanded  and  revised,  as 
shown  in  the  following  table.  Specific 
additions  and  revisions  are  explained  in 
detail  in  paragraphs  B  and  C  below. 


Final  rule 


Derival  ion 


Proposed  rule  sections  which  have 
been  renumbered 


Part  1400— General .  Part  1400  of  the  proposed  rule  (38  FR 

1020). 

Part  1403— Eligibility  and  Application  Part  1403  of  the  proposed  rule  (38  F  R 
for  Research  Grant  Assistance.  1020). 


Part  1405 — Federal  Financial  Partici¬ 
pation: 

Subpart  A— General  Provisions .  §§  1408.1  through  1408.10  of  the  pro¬ 

posed  rule  (38  FR  1020). 


DHEW  Grants  Administration  Man¬ 
ual,  chapter  2-400. 

45  CFR  part  74,  subpart  B  (38  FR 

26277). 

Subpart  B— Grant  Payment  Re-  45  CFR  part  74,  subpart  K  (38  FR 
quirements.  26282). 

Subpart  C — Cost  Principles... . -  45  CFR  part  74,  subpart  Q  (38  FR 

'  26288). 

Part  1407— Cost  Sharing . . . 45  CFR  part  74,  subpart  G,  (38  FR 

26278). 

DHEW  Grants  Administration  Man¬ 
ual,  chapter  2-140. 

Part  1409— Grant  Related  Income . 45  CFR  part  74,  subpart  F,  (38  FR 

26278). 

Part  1410— Miscellaneous  Require¬ 
ments: 

Subpart  A .  §§  1412.1 — 1412.3  of  the  proposed  rule 

(38  FR  1020). 


Subpart  B .  }§  1412.7,  1412.10,  1412.14—1412.21  of 

the  proposed  rule  (38  FR  1020). 


Part  1412— Monitoring  and  Reporting  |  1412.24  of  the  proposed  rule  (38  FR 
Performance.  1020)  and  45  CFR  part  74,  subpart  J 

(38  FR  26281). 


Part  1414 — Procurement  Standards  Pari  1406  of  the  proposed  rule  (38  FR 
for  Grantees.  1020). 

Part  1415 — Property  Management  Part  1412,  subpart  D  of  the  proposed 

Requirements.  rale  (38  FR  1020)  and  45  CFR  part 

74,  subpart  O  (38  FR  26284). 


Part  1417— Financial  Management  {§  1412.23  and  1412.11  of  the  proposed 
Systems.  rule  (38  FR  1020). 

Part  1419 — Financial  Reporting 

Requirements: 

Subpart  A— Requirements  for  Slate  45  CFR  part  74,  subpart  I  (38  FR 


and  Local  Government  Grantees _  26279). 
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section  Nos. 
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Final  rale 


Derivation 


Proposed  rule  sections  which  have 
been  renumbered 


Proposed 
section  Nos. 


Final 

section  Nos. 


Subpart  B— Requirements  for  48  CFR  part  74,  subpart  A  (38  FR 
Grantees  Other  than  State  and  28276). 

Local  Governments. 

Part  1420— Bonding  and  Insurance.^  1 1412.62  of  the  proposed  rale  (88  FR 

1020)  and  46  CFR  part  74,  subpart  O 
(38  FR  26277); 

Part  1422—  Construction...  Part  1412.  subpart  C  of  the  proposed 

rale  (88  FR  1020)  and  Executive 
Order  Nos.  11288,  11246,  and  11375. 


Part  1424— Accountability  for  Federal 
Funds. 


Part  1414  of  the  proposed  rule  (38  FR 
1FR  pa 


1020)  and  46  Cl 
M  (38  FR  26283). 


part  74,  subpart 


(') 

1419. 20 

1412. 52 

0) 

142a  1-1420. 3 

1412. 40 

1422. 1 

1412.41 

1422.3 

1412.42 

1422.  5 

1412. 43 

1422.7 

1412. 44 

1422.9 

1412. 46 

1422.11 

1412.  46 

1422. 13 

1412. 47 

1422. 15 

1412. 48 

1422. 17 

1412.49 

1422.19 

1412.50 

1422.21 

1412. 51 

1422. 23 

1412. 53 

1422. 25 

1412. 54 

1422.27 

1412. 55 

1422.29 

1412. 66 

1422.31 

1412.57 

1422.33 

1412. 68 

1422.35 

1412. 59 

1422.37 

1412. 60 

1422.39 

1412.  61 

1422.41 

(') 

1422. 43 

(») 

1422.46 

1414. 1 

(•) 

(•) 

1424. 1 

•  1414.2 

1424.  2 

1414. 4 

1424.4 

1414.  6 

1424.6 

1414. 14 

1424.8 

1414. 15 

(>) 

(») 

1424. 10 

*  New  section  (s)  added. 

*  Deleted. 

*  Number  of  part  changed  from  1406  to  1414;  sequence  and  numbering  of  sections  within  part  unchanged. 


2.  The  regulations  which  have  been 
added  to  this  Subchapter  A  pursuant  to 
45  CFR  Part  74  (38  FR  26274)  constitute 
the  Director’s  adoption  of  the  standards 
set  forth  in  Part  74. 

3.  Since  the  standards  contained  in  ■ 
OMB  Circular  No.  A-102  have  previously 
been  published  in  the  Federal  Register 
in  Part  74  of  this  title,  it  has  been  deter¬ 
mined  that  these  additions  to  the  gen¬ 
eral  provisions  will  take  effect  concur¬ 
rently  with  those  sections  of  the  regula¬ 
tions  which  were  previously  published  in 
the  notice  of  proposed  rulemaking  on 
January  8, 1973  (38  FR  1020) . 

B.  Summary  of  comments;  changes  in 
the  regulations.  Comments  submitted  in 
writing  to  the  National  Institute  of  Edu¬ 
cation  regarding  the  proposed  regula¬ 
tions  are  summarized  below.  Following 
each  summary,  a  response  discusses 
changes  which  have  been  made  in  the 
regulations  or  the  reasons  for  which  no 
change  is  deemed  necessary.  The  com¬ 
ments  are  arranged  in  the  order  of  the 
sections  of  the  final  regulation. 

1.  Section  1400.1  Definitions. — Com¬ 
ment.  (a)  One  commenter  questioned 
whether  the  definition  of  “fiscal  year”  as 
“a  period  beginning  on  July  1,  and  end¬ 
ing  on  the  following  June  30”  would  cause 
a  problem  of  varying  requirements  with 
award  recipients  which  operate  on  fiscal 
years  with  other  calendar  orientations. 

(b)  To  other  commenters  questioned 
the  definition  of  “Nonexpendable  per¬ 
sonal  property,”  suggesting  that  the  $300 
acquisition  cost  be  changed  to  $1000 
in  conformance  with  OMB  Circular  No. 
A-101  and  the  provisions  of  proposed 
§  1412.69. 


Response,  (a)  The  definition  of  fiscal 
year  provided  is  intended  to  refer  only  to 
the  term  as  it  is  used  in  the  regulation. 
As  defined  herein,  a  fiscal  year  establishes 
the  unit  of  time  according  to  which  the 
affairs  of  the  Federal  Government  are 
administered. 

(b)  The  definition  of  nonexpendable 
personal  property  is  derived  from  OMB 
Circular  No.  A-102.  The  $300  figure  used 
therein  is  not  inconsistent  with  and 
should  not  be  confused  with  other  dollar 
figures  which  affect  disposition  of  non¬ 
expendable  personal  property.  No  change 
in  the  regulation  has  been  made  . 

2.  Section  1400.2  Scope  and  §  1400.4 


the  appropriate  relationship  between  the 
institute  and  the  awardee.  As  regards 
unsolicited  proposals,  those  submitted  by 
for-profit  applicants  will  be  given  con¬ 
sideration  equal  to  that  given  other  ap¬ 
plicants.  Unsolicited  proposals  from  for- 
profit  applicants  which  are  selected  for 
funding  will  be  supported  on  the  basis  of 
contracts. 

3.  Section  1403.4  Applications. — Com¬ 
ment.  Several  commenters  noted  that  ap¬ 
plication  forms  required  by  OMB  Cir¬ 
cular  No.  A-102  were  inappropriate  for 
use  by  applicants  other  than  State  and 
local  governments  and  suggested  that  the 
Institute  provide  for  the  use  of  forms 
more  suitable  to  non-State  and  local 
government  applicants. 

Response.  The  Institute  agrees  that  * 
application  forms  required  by  OMB  Cir¬ 
cular  No.  A-102  are  inappropriate  for 
grantees  other  than  State  and  local 
governments.  Proposed  5  1403.4(b)  is 
deleted.  Specific  forms  and  instructions 
for  grant  applications  will  be  prescribed 
in  individual  program  regulations  pro¬ 
mulgated  by  the  Director  under  this 
chapter. 

4.  Section  1403.7  Cooperative  arrange¬ 
ments. — Comment.  One  commenter 
noted  some  ambiguity  in  that  §  1403.7(d) 

(§  1403.7(c)  in  the  proposed  rule)  seemed 
to  refer  to  cooperative  agreements  as 
“grants,”  for  which  for-profit  organiza¬ 
tions  are  not  eligible,  whereas  §  1400.2 
(e)  (§  1400.4(e)  in  the  proposed  rule) 
provided  that  for-profit  organizations 
would  be  eligible  for  funding  under 
jointly  financed  cooperative  arrange¬ 
ments.  Several  other  commenters  ex¬ 
pressed  concern  that  some  institutions 
might  have  serious  legal  and  administra¬ 
tive  difficulties  in  acting  as  “joint  legal 
recipients  of  the  grant  award,”  “jointly 
and  severally  responsible  for  administer¬ 
ing  the  project.” 

Response,  (a)  A  new  paragraph  (a)  is 
added  to  §  1403.7  to  indicate  that  this 
section  applies  to  cooperative  arrange¬ 
ments  among  applicants  for  grants  but 
not  to  jointly  financed  cooperative  ar¬ 
rangements  between  the  Institute  and 
eligible  parties  mentioned  in  §  1400.4(b) 


Policy  on  use  of  grants  or  contracts.—  o 

Comment.  One  commenter  objected  thatr  J 5  1400,4  d 

the  Director’s  use  of  the  criteria  set  forth  and  (c)  111  the  proposed  rule)  * 


in  Subpart  3-1.53  of  Title  41  of  the  Code 
of  Federal  Regulations  as  the  basis  for 
selection  between  grant  and  contract 
procedures  and  instruments  inequitably 
restricted  the  capability  of  for-profit  or¬ 
ganizations  to  compete  for  funding  sup¬ 
port.  The  commenter  recommended  that 
the  Institute  not  adopt  the  selection 
criteria  of  41  CFR  3-1.5303. 

Response.  The  Institute  is  an  organi¬ 
zational  component  of  the  Department  of 
Health,  Education,  and  Welfare,  and  is 
obligated  to  operate  according  to  the 
provisions  of  41  CFR  3-1.5303.  In  any 
event,  the  Institute  does  not  agree  that 
its  actions  based  upon  these  provisions 
will  necessarily  be  detrimental  to  the 
opportunity  of  for-profit  organizations  to 
participate  in  activities  of  the  Institute. 
In  soliciting  projects,  the  Institute  will 
select  the  award  instrument  in  accord¬ 
ance  with  the  nature  of  the  activity  and 


(b)  Section  1403.7  does  not  require 
joint  applications,  nor  does  it  preclude 
subcontracts,  nor  would  it  require  joint 
awards  for  joint  applicants.  The  regu¬ 
lation  merely  provides  an  optional  means 
which  eligible  parties  may  use  in  apply¬ 
ing  for  funds,  if  they  have  the  desire 
and  authority  to  do  so. 

5.  Section  1403.9  Preaward  costs. — 
Comment.  One  commenter  suggested 
that  discretionary  authority  be  reserved 
to  the  Director  to  allow  anticipatory 
costs  when  the  interest  of  the  Govern¬ 
ment  would  be  better  served  thereby. 

Response.  Proposed  $  1403.8  is  deleted. 
New  §  1403.9  allows  the  Director  to  au¬ 
thorize  reimbursement  for  costs  result¬ 
ing  from  obligations  incurred  prior  to 
the  effective  date  of  the  grant  under 
certain  circumstances. 

6.  Section  1403.10  Evaluation  of  ap¬ 
plications. — Comment,  (a)  A  commenter 
questioned  the  breadth  of  an  applicant’s 
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program  personnel  to  which  evaluation 
of  "adequacy  of  qualifications  and  ex¬ 
perience,  including  managerial,  of  per¬ 
sonnel”  (§  1403.10(b)  (7)  of  the  proposed 
rule)  would  extend. 

(b)  This  commenter  also  felt  that  the 
criterion  "adequacy  of  facilities  and 
other  resources”  (§  1403.10(b)(0>) 
should  be  interpreted  to  refer  to  the 
applicant’s  capability  of  providing  ade¬ 
quate  facilities. 

(c)  Another  commenter  suggested  the 
addition  of  a  criterion  to  allow  approval 
or  denial  of  an  award  based  upon  the  ef¬ 
fectiveness  of  an  applicant’s  past  per¬ 
formance  under  an  NIE  award. 

Response,  (a)  Section  1403.10(b)  is 
amended  to  emphasize  the  qualifications 
of  the  principal  investigator  among  the 
project  personnel.  It  is  the  Institute’s 
intention  to  apply  this  criterion  flexibly 
in  accordance  with  the  nature  of  the 
proposed  research  and  the  relative  in¬ 
volvement  in  and  importance  to  the  proj¬ 
ect  of  the  individual  staff  members. 

(b)  The  second  criterion  addressed  by 
the  commenter  is  amended  by  1  1403.10 
(b)  (5).  The  interpretation  suggested  by 
the  commenter  is  consistent  with  the 
meaning  of  this  criterion. 

(c)  Section  1403.10(b)  is  amended  by 
the  substitution  of  new  criteria  for  (b) 

(1)  — (9)  of  the  proposed  rule. 

In  the  opinion  of  the  Institute,  these 
new  criteria  provide  a  sufficient  basis  for 
evaluation  of  applications  and  the  pro¬ 
posed  additional  criterion  is  unnecessary. 

7.  Section  1405.4  Budget  revisions. 
(Section  1408.4  in  the  proposed  rule)  — 
Comment,  (a)  A  commenter  suggested 
changing  the  limit  in  proposed  §  1408.4 
(a)(3)(iv)  on  transfer  of  funds  among 
direct  cost  objects  without  prior  ap¬ 
proval  of  the  Director  from  five  to  ten 
percent. 

(b)  Another  commenter  stated  that 
the  wording  of  a  provision  in  proposed 
§  1408.4(b)  (2)  was  not  clear. 

Response,  (a)  and  (b)  Commenters  on 
this  section  led  the  Institute  to  recognize 
that  proposed  §  1408.4  contained  a  mix¬ 
ture  of  provisions  concerning  two  dis¬ 
tinct  areas — budget  revisions  (proposed 
paragraph  (a) )  and  review  and  direction 
of  the  research  effort  (proposed  para¬ 
graph  (b) ) .  Upon  reexamination  the  In¬ 
stitute  feels  that  the  two  areas  warrant 
separate  treatment  and,  with  appropriate 
changes  in  response  to  the  comments, 
can  be  made  applicable  to  all  classes  of 
grantees.  The  following  changes  are 
made: 

(1)  Proposed  §  1408.4(a)  (3)  (iii)  and 
(iv)  are  deleted.  It  is  the  determination 
of  the  Director  that  the  requirements  of 
these  provisions  will  not  be  needed  for 
NIE  grant  programs. 

(2)  Proposed  5  1408.4(a)  is  modified 
by  eliminating  language  restricting  ap¬ 
plicability  of  the  paragraph  to  State  and 
local  government  grantees. 

(3)  The  definition  of  “direct  cost  ob¬ 
ject  class  budget  categories”  in  proposed 
5  1408.4(a)  (2)  is  no  longer  necessary  and 
is  deleted. 

(4)  The  definition  of  “local  govern¬ 
ment”  and  "State”  are  no  longer  neces¬ 
sary  in  this  section.  They  are  deleted  and 
added  to  5  1400.1  in  the  final  rule. 


(5)  A  new  paragraph  (b)  (5)  is  added 
to  indicate  that  prior  approval  of  the 
Director  is  required  for  budget  revisions 
pertaining  to  items  specifically  disal¬ 
lowed  as  a  condition  of  the  grant. 

(6)  New  language  in  §  1405.4(e)  (2) 

(§  1408.4(a)  (6)  (ii)  in  the  proposed  rule) 
is  added  for  consistency  with  45  CFR 
74.105. 

(7)  New  §  1405.4(f)  is  added  for  con¬ 
sistency  with  45  CFR  74.106. 

(8)  The  revised  provisions  of  §  1405.4 
are  renumbered  to  account  for  changes 
made  from  proposed  5  1408.4. 

(9)  Proposed  §  1408.4(b)  is  redesig¬ 
nated  as  new  §  1405.5  to  provide  the  ap¬ 
propriate  distinction  between  provisions 
for  review  and  direction  of  the  research 
effort  and  those  for  budget  revision  in 
new  §  1405.4.  The  language  of  new 
§  1405.5  (§  1408.4(b)  in  the  proposed 
rule)  is  revised  to  reflect  more  accurately 
the  pertinent  policy  and  procedures  of 
OMB  Circular  No.  A-101.  The  new  sec¬ 
tion  is  applicable  to  all  classes  of 
grantees. 

8.  §  1405.10  Obligation  by  grantee. 

(8  1408.10  in  the  proposed  rule) — Com¬ 
ment.  A  commenter  objected  to  the  re¬ 
quirement  that  obligations  be  liquidated 
by  grantees  within  one  year  following 
the  period  for  obligation,  pointing  out 
that  there  is  already  a  time  limit  for  sub¬ 
mitting  fiscal  reports. 

Response.  The  requirement  objected  to 
is  deleted. 

9.  Part  1405,  Subpart  C  Cost  principles 
(§  1408.10  in  the  proposed  rule) — Com¬ 
ment. — One  commenter  submitted  a 
number  of  comments  regarding  cost 
principles  for  nonprofit  institutions  (Ap¬ 
pendix  A  of  the  proposed  rule) . 

Response.  The  cost  principles  are  de¬ 
rived  from  Departmental  regulations  in 
45  CFR  Part  74.  The  NIE  must  use  these 
principles  and  may  not  amend  them.  The 
NIE  is,  however,  forwarding  the  com¬ 
ments  to  appropriate  officials  in  DHEW 
for  their  consideration. 

10.  Section  1410.1  Data-collection  in¬ 
struments  (5 1412.2  in  the  proposed 
rule). — Comment,  (a)  Two  commenters 
suggested  that  the  provisions  of  this  sec¬ 
tion  be  revised  to  conform  more  closely 
with  policies  of  OMB  and  other  Federal 
research  programs. 

(b)  One  commenter  suggested  in  simi¬ 
lar  fashion  that  the  provisions  of  this 
section  be  applied  only  to  data -collection 
sponsored  by  the  government  and  ques¬ 
tioned  whether  DHEW  policy  permitted 
the  use  of  the  grant  instrument  for  “the 
sponsorship  of  data-collection.” 

(c)  Another  commenter  recommended 
that  NIE  require  grantees’  overall  plans 
for  the  protection  of  human  subjects 
rather  than  have  each  data-collection 
instrument  submitted  individually. 

(d)  Another  commenter  recommended 
that  the  section  be  extended  to  provide 
for  review  by  the  State  education  agency, 
the  school  district,  and  the  teacher  orga¬ 
nizations  of  instruments  used  with  class¬ 
room  teachers  or  pupils. 

(e)  Another  commenter  objected  that 
51410.1(f)  (8  1412.2(d)  in  the  proposed 
regulations)  would  create  needless  ex¬ 
pense  and  affect  certain  research  un¬ 
favorably.  The  commenter  requested  a 


change  to  require  assurances  of  parental 
consent  only  when  sufficient  reason  ex¬ 
ists  to  believe  that  use  of  an  instrument 
might  cause  public  concern. 

Response,  (a)  This  section  is  changed 
by  substituting  for  proposed  5  1412.2  a 
new  §  1410.1.  The  provisions  of  the  new 
section  are  consistent  with  the  require- 
ments  of  OMB  Circular  No.  A-40  and 
DHEW  policy. 

(b)  A  principal  effect  of  the  new  sec¬ 
tion  is  to  restrict  clearance  procedures 
to  instruments  of  data-collection  activi¬ 
ties  conducted  under  the  sponsorship  of 
the  Institute.  The  term  sponsorship  de¬ 
scribes  the  condition  which  exists  with 
respect  to  the  data  collection  whenever 
(1)  the  grantee  claims  to  respondents 
that  information  is  being  collected  for 
the  Government;  (2)  the  grantee  collects 
information  that  the  Government  has 
requested  for  the  planning,  dvelopment, 
administration,  or  evaluation  of  its  pro¬ 
grams;  or  (3)  grant  terms  and  condi¬ 
tions  call  for  approval  by  the  Govern¬ 
ment  of  survey  design  procedures,  or  for 
submission  of  data  from  individual  re¬ 
spondents  or  tabulated  data  requested 
by  the  Government.  Data-collection 
under  contracts  (which  are  not  subject 
to  the  provisions  of  this  subchapter) 
will  almost  always  involve  sponsorship 
and  require  clearance  of  instruments. 
However,  although  contractual  arrange¬ 
ments  will  in  general  be  appropriate  for 
data-collection  performed  specifically 
for  NIE’s  use,  there  will  as  well  be  ap¬ 
propriate  circumstances  under  which  the 
Institute  will  choose  to  sponsor  data- 
collection  by  grantees. 

(c)  Substitution  of  new  5  1410.1  for 
proposed  §  1412.2  obviates  the  require¬ 
ment  that  all  data-collection  instru¬ 
ments  be  submitted  for  clearance.  How¬ 
ever,  while  procedures  for  the  protection 
of  human  subjects  and  those  for  the 
clearance  of  data-collection  plans  may 
occasionally  overlap  in  the  case  of  some 
data-collection  activities,  these  repre¬ 
sent  in  fact  two  distinct  sets  of  proce¬ 
dures  accomplishing  separate  purposes. 
When  a  data-collection  plan  is  a  part  of 
an  activity  or  project  involving  risk  to 
human  subjects,  that  plan  may  have  to 
be  designed  in  accordance  with  the  proj¬ 
ect  sponsor’s  assurances  on  file  with 
NIH/DHEW.  if  the  data-collection  plan 
is  sponsored  by  NIE,  whether  or  not  risk 
to  human  subjects  is  involved,  individ¬ 
ual  instruments  used  in  carrying  out  that 
plan  will  require  clearance  through  OMB. 

(d)  With  regard  to  the  suggestion  of 
clearances  with  local  officials  and  orga¬ 
nizations,  the  NIE  encourages  broad  con¬ 
sultation  and  participation  in  the  devel¬ 
opment  of  data-collection  instruments. 
However,  the  Institute  feels  that  such 
clearances  are  properly  a  matter  for  local 
policy  determination.  No  change  is  made. 

(e)  NIE  is  particularly  interested  In 
insuring  that  the  rights,  welfare,  and 
dignity  of  children  are  especially  well 
protected  against  the  possibility  of  risk 
introduced  through  data-collection  in¬ 
struments.  Risks  presented  by  such  in¬ 
struments  may  be  difficult  to  recognize. 
There  are  in  addition  special  considera¬ 
tions  to  be  weighed  in  the  case  of  chil¬ 
dren:  differences  in  psychologic  response 
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from  adult  patterns,  degree  of  interfer¬ 
ence  with  normal  routine  presented  by 
the  activity,  and  the  possibility  of  mis¬ 
use  of  data.  For  these  reasons,  NIE  feels 
that  assurances  for  Informed  parental 
consent  at  a  minimum  should  be  a  gen¬ 
eral  requirement  for  most  types  of  NIE- 
sponsored  data-collection  activities  in¬ 
volving  children  as  respondents.  On  the 
other  hand,  the  Institute  appreciates  the 
commenter’s  position.  Clearly,  there  are 
some  forms  of  data-collection  and  types 
of  data  which  through  traditional  ac¬ 
ceptance,  standardization,  or  other  con¬ 
ditions  will  not  present  a  need  for  paren¬ 
tal  consent  except  in  the  most  unusual 
circumstances.  The  Institute  feels  that 
the  new  applicability  provisions  of  para¬ 
graph  (b),  added  in  conformance  with 
OMB  Circular  No.  A-102,  will  greatly  re¬ 
duce  the  grounds  of  the  commenter’s  ob¬ 
jection.  Further,  §  1410.1(f)  (§  1412.2(d) 
in  the  proposed  rule)  is  amended  to  pro¬ 
vide  for  waivers  upon  specific  determina¬ 
tions  by  the  Director. 

It  must  be  emphasized,  however,  that: 

(1)  With  the  exception  of  instruments 
covered  in  §  1410.1(f),  the  Institute  as¬ 
sumes  the  necessity  of  assurances  of  in¬ 
formed  parental  consent:  the  burden  to 
justify  a  waiver  will  reside  the  grantee: 
and  (2)  even  in  the  case  of  instruments 
excepted  from  the  requirements  of 
§  1410.1(f),  the  grantee’s  obligations  un¬ 
der  the  DHEW  policy  on  treatment  of 
human  subjects  (§  1410.2)  may  require 
informed  parental  consent  and  such 
additional  safeguards  as  are  warranted. 

11.  Section  1410.2  Protection  of  human 
subjects  (§  1412.1  in  the  proposed 
rule) . — Comment.  Two  commenters  rec¬ 
ommended  that  NIE  adhere  to  the 
DHEW  policy  on  protection  of  human 
subjects. 

Response.  On  May  30,  1974,  the  De¬ 
partment  published  regulations  (45  CFR 
Part  46)  for  the  protection  of  human 
subjects  to  codify,  with  some  changes,  the 
existing  policy  as  set  forth  in  Chapter 
1-40  of  the  DHEW  Grants  Administra¬ 
tion  Manual.  This  part  becomes  effective 
for  programs  of  the  Institute  when  and 
to  the  extent  that  it  is  implemented  in 
regulations  issued  by  the  Director. 

Certain  provisions  of  this  part  may 
be  inappropriate  to  the  Institute’s  mis¬ 
sion,  and  it  is  therefore  deemed  inappro¬ 
priate  the  part  in  the  Institute’s  general 
provisions  at  this  time.  The  Institute  does 
expect  to  issue  an  appropriate  implemen¬ 
tation  of  Part  46  at  some  future  time; 
until  such  issuance,  the  Institute  will  re¬ 
tain  the  provision  requiring  adherence 
to  DHEW  policies  and  procedures  on 
treatment  of  human  subjects  as  pub¬ 
lished  in  Title  41,  Subpart  3-4.55  of  the 
Code  of  Federal  Regulations. 

12.  Section  1410.7  Principal  investiga¬ 
tors  (§1412.7  in  the  proposed  rule). — 
Comment.  Several  commenters  suggested 
adoption  of  a  rule  permitting  absence 
of  the  principal  investigator  for  up  to 
three  months  as  provided  by  OMB  Cir¬ 
cular  No.  A-101  and  DHEW  policy. 

Response.  The  section  is  changed  to 
provide  for  a  minimum  three-month  pe¬ 
riod  of  unavailability  as  cause  for  ter¬ 
mination. 
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13.  Section  1410.15  Dual  compensation 
(§  1412.15  in  the  proposed  rule). — Com¬ 
ment.  Two  commenters  felt  that  pro¬ 
posed  §1412.15  required  clarification  so 
as  not  to  prevent  staff  members  or  con¬ 
sultants  from  receiving  compensation  for 
involvement  with  other  projects. 

Response.  Section  1410.15  is  changed 
to  make  clear  that  an  employee  is  not 
prevented  from  also  being  compensated 
from  a  second  project,  even  a  second 
Federally-assisted  project.  The  regula¬ 
tion  merely  prohibits  an  employee  from 
receiving  double  payment  for  any  given 
period  of  work  charged  to  funds  under  an 
NIE-supported  project. 

14.  Sections  1412.1  through  1412.8 
(Part  1412)  Monitoring  and  reporting 
performance  (§  1412.24  on  the  proposed 
rule). — Comment.  Two  commenters  felt 
that  the  language  of  this  part  applied 
more  appropriately  to  construction  and 
development  activities  and  would  be  diffi¬ 
cult  to  apply  meaningfully  to  educational 
research. 

Response.  These  regulations  are  in¬ 
tended  to  serve  a  broad  variety  of  educa¬ 
tional  research,  as  provided  in  the  NIE 
statute  (20  U.S.C.  1221e),  including  basic 
and  applied  research,  development,  dem¬ 
onstration,  and  dissemination  and  train¬ 
ing.  NIE  expects  that  the  specific  applica¬ 
tion  of  the  terms  of  this  part  and  the 
degree  to  which  a  grantee  shall  meaning¬ 
fully  satisfy  them  will  be  determined  by 
the  nature  of  each  particular  project  ac¬ 
tivity.  The  language  of  the  part  provides 
for  considerations  of  practicability  and 
appropriateness,  and  §  1412.2  states  that 
requirements  for  grantee  performance 
review,  upon  which  reporting  is  expected 
to  be  based,  shall  be  set  forth  in  the  ap¬ 
proved  award  application.  No  change  is 
deemed  necessary. 

15.  Part  1412,  Monitoring  and  Report¬ 
ing  Performance  (§  1412.24  in  the  pro¬ 
posed  rule) . — Comment.  One  commenter 
felt  that  proposed  §  1412.24  implied 
centralized  program  management.  The 
commenter  stated  that  such  a  function 
was  contrary  to  customary  institutional 
practices  and  would  be  less  effective  and 
more  costly  than  those  practices. 

Response.  The  inference  drawn  by  the 
commenter  is  not  intended,  nor  does  the 
Institute  agree  that  a  centralized  pro¬ 
gram  management  function  will  be  nec¬ 
essary  to  meet  the  performance  monitor¬ 
ing  and  reporting  requirements.  Many  of 
the  requirements  may,  for  example,  be 
carried  out  by  the  principal  investigator. 
Insofar  as  the  institution,  however,  and 
not  the  principal  investigator  is  the  ap¬ 
plicant  and  responsible  for  administer¬ 
ing  the  grant,  the  Institute  does  feel  that 
it  is  properly  the  responsibility  of  the 
institution  to  assure  itself  that  require¬ 
ments  of  the  grant  are  being  observed. 

16.  Sections  1414.1  through  1414.16 
(Part  1414)  Procurement  standards  for 
grantees.  (Part  1406  in  the  proposed 
rule) . — Comment  (a)  Several  com¬ 
menters  objected  on  the  whole  to  the 
application  of  these  provisions  derived 
from  OMB  Circular  No.  A-102  to  colleges 
and  universities.  They  felt  that  the  re¬ 
quirements  would  be  difficult  and  some¬ 
times  impossible  to  comply  with  and 
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would  increase  the  complexity  and  cost 
of  project  administration. 

(b)  Other  commenters  questioned  the 
validity  or  accuracy  of  certain  sections, 
as  follows : 

(1)  One  commenter  stated  that 
§  1414.1(a)  should  make  clear  that  ap¬ 
plicant  refers  to  the  institutional  grantee 
and  not  the  principal  investigator. 

(2)  One  commenter  felt  that  §  1414.4 
was  unrealistic  in  requiring  imposition 
of  penalties  for  nonconformance  with 
the  code  of  conduct. 

(3)  One  commenter  felt  that  §  1414.5 
ignored  the  usual  concept  of  cost  effec¬ 
tiveness  with  respect  to  small  purchases. 

(4)  This  commenter  also  detected  a 
possible  confusion  in  §  1414.6(d)  unless 
this  provision  applied  only  to  subcon¬ 
tracts  by  the  grantee. 

(5)  One  commenter  objected  to  the 
requirements  of  §  1414.6  relating  to 
formal  advertising. 

(6)  One  commenter  noted  that  the 
list  in  §  1414.7  of  circumstances  in  which 
procurement  might  be  negotiated  did  not 
contain  the  more  extensive  illustrative 
conditions  found  in  some  procurement 
regulations. 

(7)  One  commenter  objected  to  the 
requirement  of  §  1414.15(a)  for  inclu¬ 
sion  of  penalties  in  contracts. 

(8)  One  commenter  noted  that  sup¬ 
pliers  might  object  to  opening  their  books 
and  accounts  to  anyone  other  than 
the  Comptroller  General  of  the  U.S. 
(§  1414.15(d)). 

Response,  (a)  In  preparing  Part  74  of 
Title  45  of  the  Code  of  Federal  Regu¬ 
lations,  the  Department,  as  a  matter  of 
policy,  has  made  certain  provisions  of 
the  OMB  Circular  inapplicable  to  enti¬ 
ties  other  than  State  and  local  govern¬ 
ments.  In  implementing  45  CFR  Part  74, 
the  National  Institute  of  Education  will 
also  make  these  standards  inapplicable 
to  recipients  other  than  State  and  local 
governments.  In  other  cases,  the  Depart¬ 
ment  has  determined  that  HEW  agen¬ 
cies  may  apply  the  standards  to  all  grant¬ 
ees.  The  Institute  feels  that  uniform 
standards,  where  feasible,  are  in  the  best 
interest  of  good  management  and  econ¬ 
omy,  and  will  follow  the  Department’s 
lead  in  this  regard.  Accordingly,  Part 
1414  is  changed  to  limit  only  to  State  and 
local  government  grantees  the  follow¬ 
ing  provisions:  §  1414.6(e),  §1414.7, 

§  1414.11,  §  1414.15  (a)  and  (b) .  The  re¬ 
quirement  for  penalties  under  standards 
or  a  code  of  conduct  (§  1414.4)  is  made 
applicable  to  non-State  and  local  gov¬ 
ernment  grantees  only  to  a  limited 
extent. 

(b)  The  following  responses  are  made 
to  comments  upon  specific  provisions  of 
Part  1414: 

(1)  Regarding  the  comment  that  ap¬ 
plicant  should  mean  institution  and  not 
principal  investigator,  the  Institute  be¬ 
lieves  that  the  intent  of  the  comment 
is  met  by  the  provision  in  §  1403.5  that 
“each  such  application  *  •  *  shall  be 
executed  by  the  applicant  or,  in  the  case 
of  an  applicant  other  than  an  individual, 
by  an  official  or  representative  of  the 
applicant  duly  authorized  to  execute 
such  application  on  behalf  of  the  appli¬ 
cant.”  However,  it  is  consistent  with  the 
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Institute’s  policy  of  making  awards  to 
individuals  for  an  applicant  to  be  the 
proposed  principal  investigator.  The  In¬ 
stitute  will  identify  the  applicant  on  the 
basis  of  the  authorizing  signature  on  the 
application.  This  policy  of  course  in  no 
way  modifies  particular  organizational 
policies  concerning  institutional  sign-off. 

(2)  Section  1414.4  is  changed  in  con¬ 
formance  with  45  CFR  Part  74  to  qualify 
the  requirement  for  imposition  of  penal¬ 
ties  by  non-State  and  local  government 
grantee. 

(3)  Although  the  intent  of  proposed 
§  1406.5  was  to  provide  for  open  and 
free  competition  to  the  maximum  ex¬ 
tent  reasonable  and  feasible,  the  Insti¬ 
tute  agrees  with  the  commenter’s  obser¬ 
vation.  The  language  of  §  1414.5  is 
changed  to  require  “competition  ...  to 
the  maximum  practical  extent  consistent 
with  the  objectives  and  needs  of  (the) 
Federally- assisted  activities.” 

(4)  Section  1414.6(d)  does  in  fact 
apply  only  to  subcontracts  by  the 
grantee. 

(5)  The  provisions  of  §  1414.6(e)  are 
changed  to  apply  only  to  State  and  local 
government  grantees,  in  conformance 
with  45  CFR  Part  74. 

(6)  The  list  of  conditions  for  negoti¬ 
ated  procurement  contained  in  §  1414.7  is 
consistent  with  45  CFR  74.155.  The  con¬ 
ditions  parallel  those  in  Attachment  O 
of  OMB  Circular  No.  A-102,  which  rep¬ 
resent  a  condensation  of  the  most  sig¬ 
nificant  and  appropriate  conditions  con¬ 
tained  in  both  the  Federal  and  the  Armed 
Services  Procurement  Regulations. 

(7)  Section  1414.15(a)  is  changed  to 
apply  only  to  contracts  under  grants  to 
State  and  local  government  grantees,  in 
conformance  with  45  CFR  Part  74. 

(8)  The  provisions  of  §1414.15  (d)  are 
in  accordance  with  45  CFR  Part  74.  It 
should  be  noted  that  they  apply  only  to 
negotiated  contracts  in  amounts  in  ex¬ 
cess  of  $2,500. 

17.  Section  1415.7  Nonexpendable 
personal  property  (9  1412.69  in  the  pro¬ 
posed  rule). — Comment,  (a)  One  corn- 
men  ter  felt  that  provisions  of  §  1415.7 

(b)  and  (c),  governing  return,  transfer, 
or  sale  of  property,  contradicted 
§  1415.7(a),  vesting  title  in  the  grantee, 
and  were  thus  inconsistent  with  OMB 
Circular  No.  A-101.  Other  commenters 
suggested  similarly  that  nonprofit  orga¬ 
nizations  be  permitted  to  retain  equip¬ 
ment  for  use  in  non-Federally  assisted 
research  and  that  accountability  for 
equipment  used  for  research  in  educa¬ 
tional  institutions  be  waived  pursuant  to 
Public  Law  85-934. 

(b)  Another  comm  enter  asked  the 
meaning  of  the  term  “official”  in 
9  1415.7(b)  (3). 

Response,  (a)  In  conformance  with  45 
CFR  Part  74,  vesting  of  title  in  the 
grantee  is  made  subject  to  requirements 
concerning  use,  disposition,  and  manage¬ 
ment  of  the  property.  This  was  the  inten¬ 
tion  of  the  proposed  rule,  and  §  1415.7(a) 
is  changed  to  clarify  this  intention.  Pub¬ 
lic  Law  85-934  (and  provisions  of  OMB 
Circular  No.  A-101  based  upon  it)  applies 
only  to  scientific  research,  which  has  not 
been  interpreted  to  include  educational 


research,  and  therefore  would  not  au¬ 
thorize  NIE  to  waive  accountability  for 
the  equipment. 

(b)  The  term  “official”  is  intended  to 
describe  those  activities  which  are  gen¬ 
erally  recognized  as  legitimate  within  the 
purview  of  an  organization’s  established 
purposes  and  functions.  Unless  otherwise 
covered  by  pertinent  statute,  regulation, 
or  grant  term  or  condition,  practices  with 
respect  to  property  purchased  (in  part) 
with  Federal  funds  which  are  similar  to 
those  governing  an  organization’s  use  of 
property  purchased  with  the  organiza¬ 
tion’s  funds  should  suffice  to  meet  the 
meaning  of  “official.” 

18.  Section  1415.11  Property  manage¬ 
ment  standards  (9  1412.72  on  the  pro¬ 
posed  rule) . — Comment.  One  commenter 
felt  that  the  actual  vesting  of  title 
(§  1415.7)  should  preclude  NIE  interest 
in  property  management. 

Response.  The  property  management 
standards  of  §  1415.11  are  consistent  with 
the  provisions  of  45  CFR  74.136.  Vesting 
of  title  in  the  grantee  does  not  waive  the 
grantee’s  accountability  for  the  residual 
value  of  the  property  and  does  not  di¬ 
minish  Federal  interest  in  sound  prop¬ 
erty  management.  As  noted  in  the  re¬ 
sponse  to  paragraph  17  above,  title  is 
vested  in  the  grantee  subject  in  require¬ 
ments  concerning  property  management 
as  well  as  use  and  disposition  of  the 
property. 

19.  Section  1415.13  Expendable  per¬ 
sonal  property  (§  1412.73  in  the  proposed 
rule) . — Comment.  One  commenter  asked 
(a)  what  is  meant  by  “value”  and  (b) 
what  disposition  for  used  expendable 
personal  property  is  contemplated. 

Response,  (a)  Language  is  added  to 
§  1415.13  to  clarify  the  meaning  of 
“value.” 

(b)  Section  1415.13  is  changed  by  re¬ 
placing  the  text  from  the  proposed  rule 
with  new  paragraphs  (a)  and  (b) .  These 
paragraphs,  consistent  with  45  CFR 
9  74.137,  indicate  NIE’s  policy  with  re¬ 
spect  to  consumable  materials  and  sup¬ 
plies  and  to  other  expendable  personal 
property  with  a  useful  life  longer  than 
the  period  of  need  or  the  grant  period. 

20.  Section  1417.3  Standards  for 
grantee  financial  management  systems 
99  1412.23  and  1412.11  in  the  proposed 
rule). — Comment,  (a)  Two  commenters 
stated  that  some  provisions  of  §  1417.3(d) 
were  inappropriate  to  the  grant  instru¬ 
ment. 

(b)  Several  commenters  objected  to 
the  application  in  proposed  §  1412.11  of 
audit  requirements  of  OMB  Circular  No. 
A-102  to  grantees  other  than  State  and 
local  governments.  The  commenters  felt 
that  many  of  the  provisions  were  de¬ 
signed  only  for  government  agencies  and 
that  application  to  other  types  of  grant¬ 
ees  would  be  impracticable  and  exces¬ 
sively  costly. 

Response,  (a)  Section  1417.3(d)  re¬ 
quires  financial  information  relating  ac¬ 
tual  expenditures  to  performance  or  pro¬ 
ductivity  data  only  when  appropriate. 
The  provision  is  revised  to  require  such 
information  only  when  appropriate  and 
specified  in  the  performance  reporting 
requirements  of  the  grant. 


(b)  Section  1417.3(b)  (incorporating 
much  of  proposed  9  1412.11)  does  not  re¬ 
quire  audits  by  grantees  other  than  State 
and  local  governments.  This  change  is 
consistent  with  Department  policy  set 
forth  in  45  CFR  74.61(b)(1)  (38  FR 
26279).  Grantees  other  than  State  and 
local  governments  are,  however,  encour¬ 
aged  to  meet  the  standards  set  forth  in 
§  1417.3(b). 

21.  Part  1419  Financial  Reporting  Re¬ 
quirements  (Part  1410  in  the  proposed 
rule) . — Comment,  (a)  Several  comment¬ 
ers  objected  to  the  application  of  stand¬ 
ards  from  OMB  Circular  No.  A-102  to 
other  than  State  and  local  governments. 
The  commenters  noted  that  these  stand¬ 
ards  were  divergent  from  those  required 
by  other  Federal  departments  and  by 
other  agencies  of  the  Department. 

(b)  Another  commenter  noted  an  ap¬ 
parent  contradiction  between  9  1419.1 
(proposed.  9  1410.1),  which  states  that 
the  subpart  does  not  cover  letter  of  credit 
transactions,  and  9  1419.5  (proposed 
§  1410.3(b)),  which  applies  to  letter  of 
credit  transactions.  This  commenter  also 
noted  an  incorrect  citation  in  the  per¬ 
tinent  OMB  form  for  financial  reporting. 
The  commenter  noted  lastly  that  pre¬ 
scriptions  for  reporting  upon  an  accrual 
basis  provided  in  proposed  9  1410.3(a) 
(2)  would  be  inappropriate  for  organiza¬ 
tions  not  reporting  on  an  accrual  basis. 

(c)  Another  commenter  expressed  an 
objection  to  any  requirement  under  pro¬ 
posed  §  1410.3(a)  (3)  for  research  grants 
reports  to  be  submitted  more  frequently 
than  annually. 

(d)  Two  commenters  noted  that  the 
30-day  time  for  submission  of  final  re¬ 
ports  (9  1410.3(a)(4))  was  not  consist¬ 
ent  with  the  90-day  period  provided  for 
final  accounting  in  §  1414.1(b).  A  third 
commenter  requested  that  the  period  for 
submission  of  final  reports  be  set  at  120 
days. 

Response,  (a)  In  the  interest  of  main¬ 
taining  consistency  with  other  DHEW 
requirements  for  reporting  expenditures 
under  research  grants  and  with  the  NIH 
Letter-of-Credit  procedures,  the  Insti¬ 
tute  will  not  apply  the  standards  for  fi¬ 
nancial  reporting  derived  from  OMB  Cir¬ 
cular  No.  A-102  to  grantees  other  than 
State  and  local  governments.  Part  1419 
is  amended  by  (1)  revising  the  provisions 
§§  1410.2  through  1410.5)  to  correspond 
of  §9  1419.1  through  1419.6  (proposed 
more  directly  with  the  provisions  of  45 
CFR  99  74.71  through  74.77;  (2)  adding 
§§  1419.7  and  1419.9  to  implement  45 
CFR  §§  74.76  and  74.77,  respectively;  (3) 
placing  99  1419.1  through  1419.9  under  a 
new  Subpart  A  applicable  only  to  State 
and  local  governments;  and  (4)  adding 
a  new  Subpart  B  applicable  to  grantees 
other  than  State  and  local  governments. 
NIE  expects  to  elaborate  upon  the  provi¬ 
sions  of  Subpart  B  by  amendment  to 
these  regulations  at  some  future  time. 

(b)  (1)  The  limiting  phrase  in  9  1419.1 
“when  a  letter  of  credit  method  is  not 
used”  is  intended  only  to  apply  to  requests 
for  advances  and  reimbursement  and  not 
to  the  general  reporting  of  financial  in¬ 
formation.  New  language  in  9 1419.1 
should  make  this  intention  clearer. 
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(2)  OMB  form  numbers  are  replaced 
with  identifying  references  to  their  lo¬ 
cations  within  OMB  Circular  No.  A-102 
and  the  appropriate  HEW  form  number. 

(3)  Section  1419.4(b)  and  S  1417.3(a) 
are  changed  (from  proposed  §8  1410.3 

(a) (2)  and  1412.23(a),  respectively)  in 
accordance  with  the  commenter’s  sugges¬ 
tion  so  as  not  to  require  reporting  on  an 
accrual  basis  from  organizations  which 
do  not  maintain  records  on  that  basis. 

(c)  The  language  of  §  1410.4(c)  is 
changed  (from  proposed  5  1410.3(a)  (3) ), 
in  accordance  with  45  CFR  Part  74,  to 
provide  for  annual  submission  of  research 
grants  reports. 

(d)  The  time  for  submission  of  final 
reports  in  8  1419.4(d)  is  changed  to  90 
days  in  conformance  with  the  provisions 
of  8  1424.1(b)  (3)  (ill)  (proposed  8  1414.1 

(b)  )  and  with  the  Department's  90-day 
standard  established  in  45  CFR  Part  74. 

22.  Part  1420  Bonding  and  Insurance 
(8  1412.52  in  the  proposed  rule) . — Com¬ 
ment.  One  commenter  requested  that 
proposed  8  1412.52(c)  be  revised  to  allow 
grantees  to  carry  the  Insurance  required 
of  contractors  under  the  proposed  para¬ 
graph. 

Response.  The  provisions  of  proposed 
8  1412.52(c)  have  been  deleted  from  the 
final  regulation.  Grantees  are  required  to 
observe  only  those  bonding  and  insurance 
requirements  and  practices  as  specified 
in  8  1420.1. 

23.  Section  1422.45  Nondiscrimination 
(8  1406.15(c)  in  the  proposed  rule). — 
Comment.  One  commenter  objected  that 
the  provisions  of  proposed  8  1406.15(c) 
were  more  stringent  than  the  require¬ 
ments  of  Executive  Order  No.  11246  and 
Department  of  Labor  regulations  (41 
CFR  Part  60). 

Response.  Section  1422.45  is  changed  to 
comply  with  45  CFR  Part  74. 

24.  Section  1424.1  Closeout  (§  1414.1 
on  the  proposed  rule) . — Comment. 
A  commenter  urged  adoption  of  a  120- 
day  instead  of  the  90-day  term  for  sub¬ 
mission  of  the  report  of  final  accounting 
required  in  paragraph  (b)  (3)  (ii)  §  1414.1 
(b)  of  the  proposed  rule) . 

Response.  Hie  90-day  requirement  (see 
8  1419.4(d) )  is  consistent  with  across- 
the-board  policy  established  by  the  De¬ 
partment  in  45  CFR  Part  74.  No  change 
is  deemed  necessary. 

25.  Section  1424.6  Waiver  of  law  pro¬ 
hibited  (8 1414.6  in  the  proposed  rule) . — 
Comment.  A  commenter  suggested  that 
8  1424.6  as  written  would  prevent  the 
Director  from  amending  NIE  regulations. 

Response.  The  regulation  is  amended 
to  make  it  clear  that  regulations  may  be 
amended  by  the  Director  through  pub¬ 
lication  in  the  Federal  Register. 

26.  Section  1424.8  Termination  and 
suspension  for  cause  (§  1414.14  in  the 
proposed  rule) . — Comment.  A  commenter 
felt  that  the  provisions  of  this  section 
were  not  appropriate  to  the  customary 
agency/university  relationship  and  were 
unnecessarily  more  punitive  than  other 
agencies’  regulations. 

Response.  Termination  for  cause  is  a 
generally  recognized  provision  of  Fed¬ 
eral  grants.  It  should  be  noted  that  these 
regulations,  like  most  grant  regulations 
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and  unlike  contract  regulations,  do  not 
provide  for  termination  by  the  Govern¬ 
ment  unilaterally  without  cause  (i.e., 
termination  for  the  convenience  of  the 
Government).  Hie  procedures  of  this 
section  are  consistent  with  HEW  proce¬ 
dures  established  in  45  CFR  Part  16. 
Attention  is  invited  in  addition  to  pro¬ 
cedures  available  to  the  grantee  under 
the  DHEW  grant  appeals  board  (cf. 

§§  1400.2(f)  and  1424.8(g) ) . 

27.  Subchapter  A  General. — Comment. 
One  commenter  noted  the  absence  from 
this  subchapter  of  policies  on  institu¬ 
tional  management  fees  and  on  printing, 
duplication,  and  distribution  of  educa¬ 
tion  products. 

Response,  (a)  Institutional  manage¬ 
ment  fees  are  allowable  with  respect  to 
contracts,  in  accordance  with  the  DHEW 
Procurement  Regulations.  However,  such 
fees  may  not  be  charged  to  grants,  and 
Subchapter  A  therefore  makes  no  pro¬ 
visions  for  their  use. 

(b)  Policies  on  printing  and  duplica¬ 
tion  are  contained  in  the  Government 
Printing  and  Binding  Regulations,  issued 
by  the  Joint  Committee  on  Printing 
(DHEW  Grants  Administration  Chapter 
1-463) .  Ordinarily,  the  Institute  will  im¬ 
pose  no  requirements  governing  distribu¬ 
tion  of  materials  for  which  copyright  is 
not  claimed.  If  copyright  is  claimed,  dis¬ 
tribution  must  be  accomplished  in  con¬ 
formance  with  8  1415.15,  adopted  in  ac¬ 
cordance  with  45  CFR  Part  74.  NIE  is 
currently  developing  a  separate  issuance 
covering  copyright  and  product  dissem¬ 
ination.  Product  developers,  marketers, 
and  other  interested  groups  are  involved 
in  the  development  of  this  issuance.  The 
ensuing  regulations  will  be  published  in 
the  Federal  Register  in  proposed  form 
for  public  comment  prior  to  adoption. 

28.  Subchapter  A  General. — Comment. 
One  commenter  objected  to  publication 
of  proposed  and  final  regulations  until 
the  appointment  of  the  National  Council 
on  Education  Research. 

Response.  The  Institute  is  appreciative 
of  the  commenter’s  concern  that  the 
policy-making  authority  vested  by 
statute  in  the  National  Council  on  Edu¬ 
cational  Research  (NCER)  be  fully  ob¬ 
served.  It  is  the  Institute’s  opinion  that 
the  publication  of  proposed  general  pro¬ 
visions  in  no  way  derogated  from  the 
Council's  statutory  functions.  The  prob¬ 
lem  is  moot  with  respect  to  these  final 
regulations,  since  the  Council  took  of¬ 
fice  on  July  9, 1973. 

29.  Subchapter  A,  General. — Comment. 
This  commenter  also  stated  the  opinion 
that  the  regulations  needed  to  identify 
more  specifically  the  purposes  for  which 
NIE  funds  would  be  allocated  and  the 
criteria  according  to  which  allocation  de¬ 
cisions  would  be  made. 

Response.  The  Institute  recognizes  an 
obligation  to  identify  for  the  public  those 
elements,  such  as  focuses  of  research  and 
criteria  for  resource  allocation,  it  adopts 
in  delimitation  of  its  statute.  The  Insti¬ 
tute  does  not  feel,  however,  that  such 
elements  should  be  contained  within  this 
regulation,  which  establishes  the  Insti¬ 
tute’s  administrative  and  fiscal  require¬ 
ments  for  grants.  The  Institute  will  pro¬ 
mulgate  such  elements  as  they  are  de- 
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veloped,  in  accordance  with  8  1400.2(b) 
when  appropriate. 

30.  Subchapter  A,  General. — Comment . 
This  commenter  also  requested  the  op¬ 
portunity  for  a  hearing  on  his  objections. 

Response.  There  is  no  legal  require¬ 
ment  to  provide  for  a  hearing,  and  the 
Institute  feels  that  the  procedures  for 
public  comment  have  provided  ample 
opportunity  for  public  participation  in 
the  rulemaking  process.  No  hearing  is 
granted. 

31.  Subchapter  A,  General. — Comment. 
One  commenter  noted  that  incorpora¬ 
tion  of  provisions  of  OMB  Circular  No. 
A-102  into  the  NIE  regulations  would  in¬ 
crease  the  administrative  burden  of 
managing  Federally-sponsored  research 
and  expressed  the  hope  that  NIE  would 
adopt  the  provisions  of  Circular  A-21  and 
A— 101  instead. 

Response.  Public  comment  received  in 
response  to  the  proposed  rule  and  pub-  ~ 
lication  of  the  DHEW  regulations  on 
administration  of  grants  at  45  CFR  Part 
74  (38  FR  26274)  provided  the  Institute 
with  additional  perspectives  and  guid¬ 
ance  from  which  to  reconsider  incorpora¬ 
tion  of  provisions  of  OMB  Circular  No. 
A-102  within  the  final  regulation.  Fed¬ 
eral  policy,  as  implemented  by  the  De¬ 
partment  in  45  CFR  Part  74,  requires 
the  application  of  the  provisions  of  the 
Circular  to  all  Federal  grants  to  State  or 
local  governments.  In  this  regard,  the 
final  regulation  is  not  changed.  With 
regard  to  grantees  other  than  State  and 
local  governments,  the  Institute  reex¬ 
amined  the  appropriateness  of  the  pro¬ 
visions  according  to  the  following 
principles:  (a)  Probable  management 
and  financial  burden  imposed  upon 
grantees  by  the  provisions;  (b)  the 
potential  improvements  in  management 
of  individual  grants  under  the  provisions ; 

(c)  administrative  advantages  to  the 
Government  of  standardizing  require¬ 
ments  for  all  classes  of  grantees;  and  (d) 
the  degree  of  flexibility  in  adopting  those 
provisions  authorized  under  45  CFR 
Part  74. 

In  several  cases,  the  Institute  has  de¬ 
termined  that  the  provisions  were  ap¬ 
propriate  for  all  classes  of  grantees  and 
that  they  served  to  supplement,  rather 
than  to  supplant,  provisions  of  Circular 
A-21  and  A— 101.  In  many  other  cases, 
the  Institute  agrees  that  financial  and 
management  burdens  under  the  provi¬ 
sions  would  outweigh  potential  advan¬ 
tages  and  has  made  the  provisions  not 
applicable  to  grantees  other  than  State 
and  local  governments.  This  is  true 
particularly  with  respect  to  §  1403.4, 
Part  1414  (Part  1406  in  the  proposed 
rule),  §  1417.3(h)  (§  1412.11  in  the  pro¬ 
posed  rule),  and  Part  1419  (Part  1410 
in  the  proposed  rule).  Specific  decisions 
to  retain  or  omit  applicability  to  other 
than  State  and  local  government  grant¬ 
ees  are  discussed  elsewhere  in  this 
paragraph  and  in  paragraph  C. 

32.  Subchapter  A  General. — Comment. 
Two  commenters  expressed  dissatisfac¬ 
tion  at  NIE’s  apparent  intention  to  op¬ 
erate  under  different  sets  of  require¬ 
ments  for  contracts  and  grants. 

Response.  NIE’s  operation  according 
to  the  instant  regulations  for  grants  and 
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according  to  the  HEW  Procurement  Reg¬ 
ulations  for  contracts  is  based  upon  the 
policies  of  HEW,  which  provide  separate 
regulations  for  each  instrument. 

C.  Other  changes.  1.  Numerous  typo¬ 
graphical  and  technical  corrections  are 
made. 

2.  In  S  1400.1,  several  changes  are 
made  for  greater  clarity  and  consistency 
with  45  CFR  Part  74:  the  definition  of 
“acquisition”  is  deleted  and  added  to 
$  1415.3;  a  definition  of  “Council”  is 
added;  a  definition  for  “minor  remodel¬ 
ing”  is  added  to  support  a  new  provision 
at  5  1422.1(a)(2);  language  is  added  to 
the  definition  of  “Nonexpendable  per¬ 
sonal  property;”  definition  of  “Personal 
property”  and  “Real  property”  are 
added. 

3.  Section  1400.2(1)  is  deleted;  the  sub¬ 
ject  of  the  deleted  material  is  treated  in 
§  1400.2(g)  (§  1400.4(d)  In  the  proposed 
rule). 

4.  In  S  1400.2,  a  new  paragraph  (f)  is 
added  cross-reference  the  Department 
Grant  Appeals  Board  procedures  (45 
CFR  Part  16) . 

5.  Paragraphs  (d)  and  (e)  of  proposed 
5  1400.4  have  been  redesignated  as 
paragraphs  (g)  and  (h) ,  respectively,  of 
S  1400.2  in  the  final  rule. 

6.  In  S  1400.4(a) ,  the  language  is 
changed  to  convey  the  Intent  more 
clearly. 

7.  A  new  S  1400.5  Policy  on  responsibil¬ 
ity  for  supervision  of  grant  activities,  is 
added. 

8.  A  new  S  1403.5  Administrative  infor¬ 
mation,  is  added  and  some  consequently 
redundant  language  is  deleted  from 
S  1403.4. 

9.  A  new  S  1403.6  Unsolicited  proposals, 
is  added  to  provide  Institute  policy  and 
procedures  on  unsolicited  proposals. 

10.  Language  is  added  to  S  1403.10  to 
indicate  that  evaluation  of  applications 
will  be  conducted  through  officers  and 
employers  of  the  Institute  and,  when 
deemed  advisable  by  the  Director,  by 
specially  qualified  experts  and  consult¬ 
ants. 

11.  In  S  1403.15,  language  is  added  to 
indicate  that  submission  of  a  preliminary 
proposal  or  prospectus  may  be  required. 

12.  In  Part  1405  (Part  1408  in  the  pro¬ 
posed  rule,  expanded)  85  1405.1  through 
1405.10  (58  1408.1  through  1408.10)  are 
designated  as  Subpart  A  and  Subparts  B 
and  C  are  added  to  implement  Subparts 
K  and  Q,  respectively,  of  45  CFR  Part  74. 
In  addition,  a  new  §  1405.11  Cash  deposi¬ 
tories,  is  added  to  implement  Subpart  B 
of  45  CFR  Part  74. 

13.  In  S  1405.9(b) ,  language  is  added  to 
provide  that  the  Director  may  extend  the 
project  period. 

.  14.  Proposed  3  1408.12  is  deleted.  Ap¬ 
pendices  A,  B,  and  C  to  the  proposed  rule, 
formerly  referenced  in  this  section,  are 
also  deleted.  New  Subpart  C,  which  im¬ 
plements  Subpart  Q  of  45  CFR  Part  74, 
makes  applicable  to  this  subchapter  the 
cost  principles  codified  in  Appendices  C, 

D,  E,  and  F  to  45  CFR  Part  74. 

15.  A  new  Part  1409  Cost  Sharing,  is 
added  in  order  to  implement  Subpart  G 
of  45  CFR  Part  74  and  to  reflect  policies 
contained  in  DHEW  Grants  Administra¬ 
tion  Manual  2-140. 


16.  A  new  Part  1409  Grant  Related  In¬ 
come,  is  added  to  implement  Subpart  F 
of  45  CFR  Part  74. 

17.  In  5  1410.10  (3  1412.10  in  the  pro¬ 
posed  rule) ,  language  is  added  to  para¬ 
graph  (d)  for  conformance  with  45  CFR 
Part  74. 

18.  In  3  1410.14  (3  1412.14  in  the  pro¬ 
posed  rule) ,  language  is  added  to  indicate 
that  persons  associated  with  the  grantee 
may  not  participate  in  administrative 
decisions  of  the  Federal  Government 
with  respect  to  the  grantee’s  project. 

19.  In  §8 1412.1  through  1412.10 
(§1412.24  in  the  proposed  rule),  a  new 
3  1412.1  Scope  of  part,  is  added  and  lan¬ 
guage  is  changed  to  conform  more  closely 
with  Subpart  J  of  45  CFR  Part  74. 

20.  Section  1414.11  (3  1406.11  in  the 
proposed  rule)  is  changed  to  apply  only 
to  negotiated  procurements  by  State  and 
local  governments,  and  language  pertain¬ 
ing  to  justification  of  negotiation  is 
added,  in  conformance  with  45  CFR 
74.157. 

21.  In  3  1414.15  (5  1406.15  in  the  pro¬ 
posed  rule) ,  several  changes  are  made  for 
consistency  with  Subpart  P  of  45  CFR 
Part  74 

22.  Proposed  5  1406.15(f)  is  deleted  be¬ 
cause  the  Economic  Stabilization  Act  and 
regulations  promulgated  pursuant  to  the 
Act  expired  April  30, 1974. 

23.  In  Part  1415  (Subpart  D  of  Part 
1412  in  the  proposed  rule),  331415.1 
Scope  of  part,  1415.2  General,  1415.3 
Definitions,  and  1415.5  Real  property  are 
added  in  implementation  of  45  CFR 
83  74.130  through  74.133. 

24.  In  3  1415.9  (3  1412.70  in  the  pro¬ 
posed  rule) ,  several  changes  in  language 
are  made  for  conformance  with,  and  new 
paragraphs  (a),  (c)  and  (e)  are  added 
in  implementation  of,  provisions  of  45 
CFR  §  74.135. 

25.  Section  1415.14  is  added  to  set 
forth  the  acknowledgement  to  be  used  in 
Federally-assisted  publications  and 
presentations. 

26.  Sections  1415.15,  and  1415.19  are 
added  in  implementation  of  45  CFR 
74.140  and  74.141,  respectively. 

27.  Section  1415.17  is  added  in  con¬ 
formance  with  45  CFR  74.139;  the 
similar  provisions  of  proposed  5  1412.22 
are  deleted. 

28.  In  §  1422.1  (§  1412.40  in  the  pro¬ 
posed  rule),  subparagraph  (a)(2)  Is 
added  to  make  clear  that  Part  1422  is 
not  intended  to  apply  to  minor  remodel¬ 
ing.  In  addition,  language  is  added  to 
clarify  paragraph  (c) . 

29.  In  §  1422.17  (5  1412.48  in  the  pro¬ 
posed  rule),  a  new  paragraph  (b)  is 
added  to  allow  alternative  procedures  for 
awarding  contracts  under  certain  cir- 
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30.  Language  of  3  14.22.29  (3  1412.55 
in  the  proposed  rule)  is  revised  to  clarify 
the  intent  of  the  section. 

31.  In  8  1422.33  (5  1412.57  in  the  pro¬ 
posed  rule),  language  specifying  the 
grantee’s  responsibility  for  conducting  in¬ 
spections  to  insure  compliance  is  added. 

32.  Section  1422.43  is  added  pursuant 
to  Executive  Order  No.  11288. 

33.  Section  1424.1  is  added  in  imple¬ 
mentation  of  45  CFR  74.111;  proposed 
3  1414.1  is  deleted. 


34.  In  §  1424.8  (§  1414.14  in  the  pro¬ 
posed  rule) ,  paragraph  (a)  is  recaptioned 
termination. 

35.  In  8  1424.8  (§  1414.14  in  the  pro¬ 
posed  rule) ,  the  language  is  changed  to 
indicate  the  grantee’s  opportunity  to  pre¬ 
sent  its  position  following  notice  of  in¬ 
tent  to  terminate  will  not  necessarily  in¬ 
volve  an  oral  presentation. 

36.  Section  1424.8(b)  (§  1414.14(b)  in 
the  proposed  rule)  is  amended  to  provide 
for  procedures  available  to  the  grantee 
under  45  CFR  Part  16. 

37.  In  §  1424.8  (§  1414.14  in  the  pro¬ 
posed  rule)  paragraph  (b)  is  greatly 
shortened;  a  new  paragraph  (c)  Suspen¬ 
sion  of  assistance  is  added;  new  para¬ 
graph  designations  (d)  Notice  of  suspen¬ 
sion  and  (e)  Effect  of  notice  of  suspen¬ 
sion  are  added  to  include  material  under 
5  1414.14(b)  (2),  (3),  and  (4)  of  the 
proposed  rule;  and  5  1414.14(c)  of  the 
proposed  rule  is  redesignated  (f ) ,  for  the 
purposes  of  improved  organization  and 
clarity. 

38.  Section  1424.8(g)  Grant  appeals 
board  is  added  to  replace  paragraph  (d) 
(1),  (2),  and  (3)  of  the  proposed 
§  1414.14.  A  new  paragraph  (h)  Effective 
date  of  termination  is  created  from  para¬ 
graph  (d)  (4)  of  the  proposed  3  1414.14; 
and  other  smaller  changes  are  made  to 
tie  into  45  CFR  Part  16. 

39.  Section  1424.10  is  added  in  imple¬ 
mentation  of  45  CFR  5  74114(b). 

D.  Education  Amendments  of  1974. 
While  •  the  recent  enactment  of  the 
Education  Amendments  of  1974  will  re¬ 
sult  in  additional  regulations  governing 
the  Institute,  it  has  been  decided  to  issue 
these  general  provisions  at  this  time 
without  reference  to  the  Amendments 
because  (1)  there  is  no  inconsistency  be¬ 
tween  the  requirements  of  the  Amend¬ 
ments  and  the  general  provisions;  (2) 
the  publication  of  these  provisions  will 
in  no  way  delay  the  Issuance  of  regula¬ 
tions  under  the  Amendments;  however, 
to  comply  with  the  requirements  of  Sec¬ 
tion  502(a)  (2)  (B)(H),  5  1412.50  of  the 
proposed  regulations  is  deleted. 

After  consideration  of  all  comments, 
Title  45  of  the  Code  of  Federal  Regula¬ 
tions  is  amended  as  set  forth  below. 

Effective  date.  Pursuant  to  section  431 
(d)  of  the  General  Education  Provisions 
Act,  as  amended,  (20  U.S.C.  1232(d)) 
these  regulations  have  been  transmitted 
to  the  Congress  concurrently  with  the 
publication  of  this  document  in  the  Fed¬ 
eral  Register.  That  section  provides  that 
regulations  subject  thereto  shall  become 
effective  on  the  forty-fifth  day  following 
the  date  of  such  transmission,  subject  to 
the  provisions  therein  concerning  Con¬ 
gressional  action  and  adjournment. 

(Catalog  Federal  Domestic  Assistance  Pro¬ 
gram  No.  13.576,  Educational  Research  and 
Development) 

Dated:  August  29,  1974. 

Thomas  K.  Glennan,  Jr., 
Director,  National  Institute 
of  Education. 

Approved:  October  24, 1974. 

Caspar  W.  Weinberger, 

Secretary  of  Health, 

Education,  and  Welfare. 
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Title  45  of  the  Code  of  Federal  Regu¬ 
lations  Is  amended  by  adding  a  new 
Chapter  XIV,  Subchapter  A  reading  as 
follows: 

CHAPTER  XIV— NATIONAL  INSTITUTE  OF 
EDUCATION,  DEPARTMENT  OF  HEALTH, 
EDUCATION,  AND  WELFARE 

SUBCHAPTER  A— GENERAL  PROVISIONS  FOR 
NATIONAL  INSTITUTE  OF  EDUCATION 

Part 

1400  General. 

1403  Eligibility  and  application  for  research 
grant  assistance. 

1405  Federal  financial  participation. 

1407  Cost  sharing. 

1409  Grant  related  income. 

1410  Miscellaneous  requirements. 

1412  Monitoring  and  reporting  performance. 

1414  Procurement  standards  for  grantees. 

1415  Property  management  requirements. 
1417  Financial  management  systems. 

1419  Financial  reporting  requirements. 

1420  Bonding  and  insurance. 

1422  Construction  requirements. 

1424  Accountability  for  Federal  funds. 

PART  1400— GENERAL 

Sec. 

1400.1  Definitions. 

1400.2  Scope. 

1400 A  Purpose. 

1400.4  Policy  on  use  of  grants  or  contracts. 

1400.5  Policy  on  responsibility  for  supervi- 
.  sion  of  grant  activities. 

Authority:  Sec.  405  of  the  General  Educa¬ 
tion  Provisions  Act,  as  added  by  Section 
801(a)  (2)  of  Public  Law  92-318,  86  Stat.  328 
(20  U3£.  1221e),  unless  otherwise  noted. 

§  1400.1  Definitions. 

As  used  in  this  subchapter: 

“Act"  means  the  General  Education 
Provisions  Act,  as  amended. 

“Applicant"  means  an  eligible  party 
seeking  Federal  financial  assistance  un¬ 
der  this  chapter. 

“Application”  includes  requests  from 
eligible  parties  for  grant  assistance  from 
the  Federal  Government. 

“Award"  means  a  properly  executed 
grant  to  an  eligible  party  under  this 
chapter. 

“Budget  period”  means  the  interval  of 
time  into  which  an  approved  activity  is 
divided  for  budgetary  purposes. 

“Council"  means  the  National  Council 
on  Edudational  Research. 

“Department”  means  the  U.S.  Depart¬ 
ment  of  Health,  Education,  and  Welfare. 

“Director”  means  the  Director  of  the 
National  Institute  of  Education  or  a 
designee  of  the  Director. 

“Educational  research”  means  re¬ 
search  (basic  and  applied),  planning, 
surveys,  evaluations,  investigations,  ex¬ 
periments,  developments,  and  demon¬ 
strations  in  the  field  of  education  (in¬ 
cluding  career  education). 

“Expendable  personal  property”  means 
all  tangible  personal  property  other  than 
nonexpendable  personal  property. 

“Fiscal  year”  means  a  period  begin¬ 
ning  on  July  1  and  ending  on  the  follow¬ 
ing  June  30.  (A  fiscal  year  is  designated 
in  accordance  with  the  calendar  year  in 
which  the  ending  date  of  the  fiscal  year 
occurs.) 

“Grant  period”  means  the  period  dur¬ 
ing  which  costs  may  be  charged  against 
a  grant. 


“Grantee”  means  the  individual, 
agency,  organization,  or  institution 
which  has  received  an  award  of  grant 
assistance  from  the  Institute. 

“Institute”  means  the  National  Insti¬ 
tute  of  Education. 

“Local  government”  means  a  local  unit 
of  government  including  specifically  a 
county,  municipality,  city,  township, 
school  district,  local  public  authority, 
special  district,  intrastate  district,  coun¬ 
cil  of  governments,  sponsor  group  repre¬ 
sentative  organization,  and  other  re¬ 
gional  or  interstate  government  entity, 
or  any  agency  or  instrumentality  of  a 
local  government  exclusive  of  institu¬ 
tions  of  higher  education  and  hospitals. 

“Minor  remodeling”  means  minor 
alterations  in  a  previously  completed 
building  which  are  needed  to  make  ef¬ 
fective  use  of  equipment  or  personnel. 
The  term  may  also  include  the  extension 
of  utility  lines,  such  as  water  and  elec¬ 
tricity,  from  points  beyond  the  confines 
of  the  spaces  in  which  the  minor  re¬ 
modeling  is  undertaken  but  within  the 
confines  of  such  previously  completed 
building.  The  term  does  not  include 
building  construction,  structural  altera¬ 
tions  to  buildings,  building  maintenance, 
or  repair. 

“Nonexpendable  personal  property” 
means  tangible  personal  property,  in¬ 
cluding  equipment,  having  a  useful  life 
of  more  than  1  year  and  an  acquisition 
cost  of  $300  or  more  per  unit.  A  grantee 
may  use  its  own  definition  of  nonexpend¬ 
able  personal  property  provided  that 
such  definition  would  at  least  include  all 
tangible  personal  property  as  defined 
herein. 

“Personal  property”  means  property  of 
any  kind  except  real  property.  It  may  be 
tangible — having  physical  existence,  or 
intangible — having  no  physical  existence, 
such  as  patents,  inventions,  and  copy¬ 
rights. 

“Private”  means  not  under  public  sir- 
pervision  or  control. 

“Procurement”  means  the  acquisition 
from  non-Federal  sources  of  personal 
property  and  nonpersonal  services,  in¬ 
cluding  construction,  by  such  means  as 
purchasing,  renting,  leasing,  including 
real  property,  contracting,  or  bartering, 
but  not  by  seizure,  condemnation,  dona¬ 
tion,  or  requisition. 

“Project  period”  means  the  total  pe¬ 
riod  of  time  for  which  a  project  is  ap¬ 
proved  for  support  with  Federal  funds. 

“Public  agency”  means  a  legally  con¬ 
stituted  organization  of  government  un¬ 
der  public  administrative  control  and  di¬ 
rection,  but  does  not  include  agencies 
of  the  Federal  Government. 

“Real  property”  means  land,  land  im¬ 
provements,  structures  and  appurte¬ 
nances  thereto,  excluding  movable  ma¬ 
chinery  and  equipment. 

“Secretary”  means  the  Secretary  of 
the  Department  of  Health,  Education, 
and  Welfare. 

“State”  means  any  of  the  several 
States  of  the  United  States,  the  District 
of  Columbia,  the  Commonwealth  of 
Puerto  Rico,  any  territory  or  possession 
of  the  United  States,  or  any  agency  or 


instrumentality  of  any  State  exclusive 
State  institutions  of  higher  education 
and  hospitals. 

§  1400.2  Scope. 

(a)  Except  to  the  extent  inconsistent 
with  an  applicable  statute  or  regulation 
or  as  otherwise  provided  by  regula¬ 
tion,  the  regulations  of  thi6  subchapter 
apply  to  all  grant  awards  of  Federal 
assistance  to  eligible  parties  authorized 
under  section  405  of  the  General  Edu¬ 
cation  Provisions  Act. 

(b)  The  regulations  of  this  subchapter 
will  be  supplemented  by  other  regula¬ 
tions  in  this  chapter  setting  forth  any 
special  (1)  rules  of  procedure;  (2)  sub¬ 
stantive  rules  of  general  applicability; 
and  (3)  statements  of  general  policy  or 
interpretations  of  general  applicability 
developed  under  the  authority  of  section 
405  of  the  General  Education  Provisions 
Act. 

(c)  Federal  financial  assistance  pro¬ 
vided  under  this  chapter  is  also  subject 
to  the  regulations  in  Part  80  of  this  title. 
Issued  by  the  Secretary  of  Health,  Edu¬ 
cation,  and  Welfare  and  approved  by  the 
President,  to  effectuate  the  provisions  of 
title  VI  of  the  Civil  Rights  Act  of  1964 
(Public  Law  88-352) . 

(42  TJ.S.C.  2000  d) 

(d)  Federal  financial  assistance  pro¬ 
vided  under  this  chapter  is  also  subject 
to  the  provisions  of  title  IX  of  the  Edu¬ 
cation  Amendments  of  1972  which  pro¬ 
hibit  sex  discrimination,  and  any  regu¬ 
lations  issued  thereunder  (secs.  901-903, 
905-907  of  Public  Law  92-318). 

(20  TJ.S.C.  1681-1683,  1685-1686) 

(e)  Federal  financial  assistance  pro¬ 
vided  under  this  subchapter  is  also  sub¬ 
ject  to  the  provisions  of  section  904  of 
the  Education  Amendments  of  1972 
which  prohibit  discrimination  on  the 
grounds  of  blindness  or  severely  im¬ 
paired  vision  and  any  regulations  issued 
thereunder. 

(f)  Federal  financial  assistance  pro¬ 
vided  under  this  chapter  is  also  subject 
to  the  regulations  in  Part  16  of  this  title, 
establishing  a  Departmental  Grant  Ap¬ 
peals  Board  for  the  resolution  of  specified 
post-award  grant  disputes. 

(g)  Except  as  provided  in  paragraph 

(h)  of  this  section  and  with  respect  to 
§8  1400.4  and  1403.6  the  award  and  ad¬ 
ministration  of  contracts  and  coopera¬ 
tive  arrangements  shall  not  be  covered 
by  this  subchapter.  Contracts  shall  be 
subject  to  the  regulations  in  Chapters  1 
and  3  of  Title  41  of  the  Code  of  Federal 
Regulations. 

(h)  The  provisions  of  8  1403.2(a)  of 
this  subchapter  on  eligible  parties  shall 
govern  contract  awards  and  jointly  fi¬ 
nanced  cooperative  arrangements  by  the 
Director,  as  well  as  grant  awards,  ex¬ 
cept  that  profitmaking  corporations,  or¬ 
ganizations,  institutions,  or  agencies 
shall  also  be  eligible  for  such  contracts 
and  jointly  financed  cooperative  ar¬ 
rangements. 

(20  TJ.S.C.  1684) 
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§  1400.3  Purpose. 

(a)  Congress  has  declared  it  a  policy 
of  the  United  States  to  provide  to  every 
person  an  equal  opportunity  to  receive 
an  education  of  high  quality  regardless 
of  race,  color,  religion,  sex,  national  ori¬ 
gin,  or  social  class.  The  Federal  Govern¬ 
ment  has  a  clear  responsibility  to  provide 
leadership  in  the  conduct  and  support  of 
scientific  inquiry  into  the  educational 
process.  Congress  has  further  declared  it 
to  be  the  policy  of  the  United  States  to: 

(1)  Help  to  solve,  or  to  alleviate  the 
problems  of,  and  promote  the  reform 
and  renewal  of,  American  education; 

(2)  Advance  the  practice  of  education 
as  an  art,  science,  and  profession; 

(3)  Strengthen  the  scientific  and 
technological  foundations  of  education; 
and 

(4)  Build  an  effective  educational  re¬ 
search  and  development  system. 

(b)  This  subchapter  establishes  gen¬ 
eral  regulations  for  the  award  and  ad¬ 
ministration  of  grants  by  the  National 
Institute  of  Education  to  carry  out  the 
policies  set  forth  in  paragraph  (a)  of  this 
section. 

§  1400.4  Policy  on  use  of  grants  or  con¬ 
tracts. 

(a)  It  is  the  policy  of  the  Institute  that 
competition  be  obtained  to  the  maximum 
extent  practicable  in  the  solicitation  and 
review  of  grant  applications  and  contract 
proposals,  and  in  the  review  of  unsolic¬ 
ited  proposal.  Buch  competition  will  be 
designed  to  help  achieve  the  purposes  of 
the  Institute  through  the  identification 
and  utilization  of  the  best  technical  com¬ 
petence  and  other  resources. 

(b)  In  order  to  effectuate  the  purposes 
of  S  1400.3,  the  Director  may  issue,  with 
appropriate  publication,  formal  written 
requests  for  proposals  directed  toward 
the  award  of  contracts  or  announce¬ 
ments  directed  toward  the  award  of 
grants  and  may  award  grants  or  con¬ 
tracts  on  the  basis  of  unsolicited  pro¬ 
posals  from  eligible  parties.  In  addition, 
he  may  enter  jointly  financed  coopera¬ 
tive  arrangements  with  eligible  parties. 

(c)  Generally,  the  Director  shall  select 
between  grant  and  contract  procedures 
and  instruments,  both  with  regard  to  the 
solicitation  process  and  with  respect  to 
unsolicited  proposals,  on  the  basis  of  cri¬ 
teria  set  forth  in  Subpart  3-1.53  of  Title 
41  of  the  Code  of  Federal  Regulations. 

§  1400.5  Policy  on  responsibility  for  su¬ 
pervision  of  grant  activities. 

It  is  the  policy  of  the  Institute  that 
primary  responsibility  for  the  supervision 
of  all  grant  activities  shall  be  vested  in 
the  grantee,  in  accordance  with  the  spe¬ 
cific  provisions  of  this  subchapter.  Sub¬ 
ject  to  the  requirements  in  §  §  1405.4  and 
1405.5  of  this  subchapter,  methodology 
and  approach  for  carrying  out  the  ob¬ 
jectives  of  the  project  shall  generally  be 
matters  for  the  determination  of  the 
grantee  (whether  by  its  principal  investi¬ 
gator  or  other  authorized  representa¬ 
tive).  Grantees  and  their  principal  in¬ 
vestigators  are  encouraged  to  seek  advice 
and  technical  assistance  from  the  Direc¬ 
tor  with  respect  to  problems  which  may 


arise  during  the  project  period.  It  is  the 
policy  of  the  Institute  to  extend  such 
advice  and  technical  assistance  to  the 
grantee,  without  diminishing  the  gran¬ 
tee’s  responsibility  for  the  project,  in 
order  to  enable  the  grantee  to  make 
optimal  use  of  grand  funds  towards  the 
grant  purposes. 


PART  1403— ELIGIBILITY  AND  APPLICA¬ 
TION  FOR  RESEARCH  GRANT  ASSISTANCE 

Sec. 

1403.1  Nature  and  purpose  of  research 

project  award. 

1403.2  Eligibility  for  award. 

1403.4  Applications. 

1403.5  Administrative  Information. 

1403.6  Unsolicited  proposals. 

1403.7  Cooperative  arrangements. 

1403.9  Preaward  costs. 

1403.10  Evaluation  of  applications. 

1403.11  Disposition  of  applications. 

1403.12  Amendments. 

1403.15  Preliminary  proposals. 

Authokity  :  Sec.  405  of  the  General  Educa¬ 
tion  Provisions  Act,  as  added  by  section  301 
(a)  (2)  of  Public  Law  92-318,  86  Stat.  328  (20 
U.S.C.  1221e) ,  unless  otherwise  noted. 

§  1403.1  Nature  and  purpose  of  research 
project  award. 

A  research  project  grant  is  the  award 
by  the  Director  of  funds  to  an  institu¬ 
tion,  organization,  or  other  person  to 
assist  in  meeting  the  costs  of  conducting, 
for  the  purposes  specified  under  S  1400.3 
of  this  subchapter,  an  identified  activity 
or  program  (hereinafter  termed  the 
“project”)  consisting  of  educational  re¬ 
search. 

§  1403.2  Eligibility  for  award. 

(a)  Persons  eligible.  Except  where 
otherwise  prohibited  by  law,  any  in¬ 
dividual,  corporation,  public  or  private 
institution  or  agency  found  by  the  Di¬ 
rector  to  be  authorized  and  qualified  by 
educational,  scientific,  or  other  relevant 
competence  to  carry  out  a  proposed  re¬ 
search  project  in  accordance  with  the 
regulations  of  this  subchapter  shall  be 
eligible  for  an  award  except: 

(1)  Federal  agencies  or  institutions 
not  specifically  authorized  by  law  to 
receive  such  an  award ;  and 

(2)  Any  corporation,  institution, 
agency,  or  other  such  person,  other  than 
an  individual,  whose  net  earnings  inure, 
or  may  lawfully  inure,  to  the  benefit  of 
any  private  shareholder  or  individual. 

(b)  Projects  eligible.  Any  project 
found  by  the  Director  to  be  an  educa¬ 
tional  research  project  within  the  mean¬ 
ing  of  §  1400.1  of  this  subchapter  and 
§  1403.1  shall  be  eligible  for  an  award. 
Eligible  projects  may  include  planning, 
laboratory,  clinical,  population,  field, 
statistical,  basic,  applied  or  other  types 
of  investigations,  studies,  or  experiments, 
dissemination,  utilization,  application, 
implementation,  training,  developments 
or  demonstrations,  or  combinations 
thereof,  and  may  either  be  limited  to 
one,  or  a  particular  aspect  of,  a  problem 
or  subject,  or  may  consist  of  two  or  more 
related  problems  or  subjects  for  concur¬ 
rent  or  consecutive  investigation  and  in¬ 
volving  multiple  disciplines,  facilities, 
and  resources. 


§  1403.4  Applications. 

Any  applicant  eligible  for  grant  as¬ 
sistance  may  submit,  on  or  before  such 
cutoff  date  or  dates  as  the  Director  may 
announce  for  each  fiscal  year,  an  appli¬ 
cation  containing  such  pertinent  infor¬ 
mation,  and  in  accordance  with  the  forms 
and  instructions,  as  prescribed  herein 
and  by  Department  policy  and/or  such 
other  additional  forms  as  may  be  speci¬ 
fied  by  the  Director. 

§  1403.5  Administrative  information. 

(a)  Each  project  application  and 
amendment  thereto  shall  give  the  name 
of  the  applicant.  The  applicant  shall  be 
the  individual,  corporation,  or  public  or 
private  institution  or  agency  which  will 
be  responsible  for  carrying  out  the  proj¬ 
ect  and  accounting  for  Federal  funds. 

(b)  Each  such  application  and  amend¬ 
ment  thereto  shall  be  executed  by  the 
applicant  or,  in  the  case  of  an  applicant 
other  than  an  individual,  by  an  official 
or  representative  of  the  applicant  duly 
authorized  to  execute  such  application 
on  behalf  of  the  applicant. 

(c)  Unless  otherwise  indicated  in  the 
application,  the  official  who  executes  the 
application  on  behalf  of  the  applicant 
will  be  deemed  to  be  the  official  to  whom 
communications  shall  be  directed,  the  of¬ 
ficial  who  shall  be  responsible  for  the 
receipt,  custody,  and  disbursement  of 
Federal  funds,  and  the  official  who  shall 
be  responsible  for  the  accounting  of  such 
Federal  funds. 

§  1403.6  Unsolicited  proposals. 

(a)  It  is  the  policy  of  the  Institute  to 
encourage  parties  eligible  under  this  sub¬ 
chapter  to  originate  valuable  ideas  for 
projects  relevant  to  the  furtherance  of 
the  purposes  specified  in  S  1400.3  of  this 
subchapter  and  to  submit  such  ideas  as 
unsolicited  proposals. 

(b)  The  Director  will  make  funds 
available  for  the  support  of  unsolicited 
proposals  rated  highly  on  the  basis  of 
criteria  specified  under  paragraph  (c)  of 
this  section  according  to  the  availability 
of  funds  within  allocations  established 
by  the  Council. 

(c)  Unsolicited  proposals  which  may 
lead  to  either  grant  or  contract  awards 
will  be  evaluated  according  to  (1)  the 
criteria  set  forth  in  41  CFR  Subpart  3- 
4.52  (with  respect  to  procurement  con¬ 
tracts)  or  §  1403.10(b)  (with  respect  to 
grants)  and  (2)  the  extent  to  which  they 
meet  one  or  more  of  the  following  condi¬ 
tions: 

(i)  The  proposal  represents  a  unique 
opportunity  for  use  of  resources  or  con¬ 
ditions  to  conduct  research  or  develop¬ 
ment  with  potential  for  important  ad¬ 
vancement  in  knowledge; 

(ii)  The  proposal  addresses  an  NIE 
priority  in  a  more  promising  way  than 
already  planned  work; 

(iii)  The  proposal  addresses  an  NIE 
priority  by  complementing  already  plan¬ 
ned  work  with  an  alternative,  perhaps 
contrary  approach  to  the  problem. 

§  1403.7  Cooperative  arrangements. 

(a)  This  section  applies  to  cooperative 
arrangements  among  applicants  for 
grants  but  not  to  jointly  financed  coop- 
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erative  arrangements  between  the  Insti¬ 
tute  and  eligible  parties  mentioned  in 
§  1400.2  (g)  and  (h)  and  5 140.4(b). 

(b)  Eligible  parties  may  enter  into  co¬ 
operative  arrangements  with  other 
eligible  parties,  including  those  in  an¬ 
other  State,  to  apply  for  grant  assistance. 

(c)  A  joint  application  made  by  two 
or  more  applicants  for  assistance  under 
this  subchapter  may  have  separate  budg¬ 
ets  corresponding  to  the  programs,  serv¬ 
ices,  and  activities  performed  by  each  of 
the  joint  applicants,  or  may  have  a  com¬ 
bined  budget.  If  joint  applications  pre¬ 
sent  separate  budgets,  the  Director  may 
make  separate  awards,  or  may  award 
separate  amounts  for  each  of  the  joint 
applicants. 

(d)  In  the  case  of  each  coperative  ar¬ 
rangement  authorized  under  paragraph 

(b)  of  this  section  and  receiving  assist¬ 
ance,  except  where  the  Director  makes 
separate  awards  under  paragraph  (c)  of 
this  section,  all  such  applicants  (1)  shall 
be  deemed  to  be  joint  legal  recipients  of 
the  grant  award  and  (2)  shall  be  jointly 
and  severally  responsible  for  administer¬ 
ing  the  project  assisted  under  such  grant. 

§  1403.9  Preaward  costs. 

(a)  Except  as  provided  in  paragraph 

(c)  of  this  section.  Federal  financial  as¬ 
sistance  is  available  only  with  respect  to 
obligations  incurred  by  the  grantee  on 
or  subsequent  to  the  effective  date  of  the 
grant  specified  in  the  Notification  of 
Grant  Award  issued  under  §  1403.11(c). 

(b)  Notwithstanding  paragraph  G-30 
of  Appendix  F  to  Part  74  of  this  title, 
made  applicable  to  this  chapter  by 
§  1405.34,  no  official,  agent,  or  employee 
of  the  Institute  or  Department  shall 
have  the  authority  to  provide  authoriza¬ 
tion,  prior  to  the  notification  of  grant 
award,  for  the  incurrence  of  obligations. 

(c)  (1)  Grantees  may  be  reimbursed 
for  costs  resulting  from  obligations  in¬ 
curred  before  the  effective  d&te  of  the 
grant  if  such  costs  are  authorized  by  the 
Director  in  the  notification  of  grant 
award  or  subsequently  in  writing,  and  if 
they  would  otherwise  have  been  allow¬ 
able  if  incurred  after  the  effective  date 
of  the  grant. 

(2)  The  Director  will  not  be  obligated 
to  authorize  reimbursement  for  such  pre¬ 
award  costs  and  will  do  so  only  when  he/ 
she  is  satisfied  that  such  costs  were  both 
necessary  to  the  carrying  out  of  the  grant 
purposes  and  in  the  public  interest. 

(31  U.S.C.  628;  OMB  Circular  Noe.  A-21,  A- 
87) 

§  1403.10  Evaluation  of  applications. 

(a)  Review  procedures.  All  applica¬ 
tions  filed  in  accordance  with  §  1403.4 
shall  be  evaluated  by  the  Director 
through  officers  and  employees  of  the 
Institute  and,  when  deemed  advisable  by 
the  Director,  by  such  experts  or  con¬ 
sultants  engaged  for  this  purpose  as  he/ 
she  determines  are  specially  qualified  in 
the  areas  of  research  involved  in  the 
project,  provided  that  final  actions  on 
applications  shall  be  taken  only  by  the 
Director  or  his/her  designee  who  will  be 
directly  responsible  to  the  Director. 


(b)  Criteria  for  evaluation.  Review  of 
applications  under  paragraph  (a)  of  this 
section  will  take  into  account  the  follow¬ 
ing  factors. 

(1)  Potential  of  the  proposed  project 
for  effectuating  the  purposes  specified 
under  §  1400.3; 

(2)  Significance  of  the  proposed  re¬ 
search  for  American  education,  includ¬ 
ing: 

(i)  Importance  of  the  problem  area 
from  the  standpoint  of  basic  knowledge 
or  problems  of  American  education;  and 

(ii)  Likely  magnitude  of  the  addition 
that  will  be  made  to  knowledge  if  the 
project  is  successful,  including  the  gen- 
eralizability  of  the  results; 

(3)  Quality  of  the  proposed  research 
project,  including  such  considerations  as: 

(i)  Extent  to  which  the  application 
exhibits  thorough  knowledge  of  pertinent 
previous  work  and  relates  the  proposed 
research  to  it; 

(ii)  Likelihood  of  the  success  of  the 
project;  and 

(iii)  Adequacy  of  design,  methodology 
and  instrumentation,  where  appropriate; 

(4)  Qualifications  of  the  principal  in¬ 
vestigator  and  other  professional  per¬ 
sonnel,  as  evidenced  by: 

(i)  Experience  and  previous  research 
productivity;  and 

(ii)  Quality  of  the  discussion  and 
analysis  in  the  application; 

(5)  Adequacy  of  the  facilities  and  ar¬ 
rangements  available  to  the  investigator 
to  conduct  the  proposed  study; 

(6)  Reasonableness  of  the  budget  for 
the  work  to  be  done  and  the  anticipated 
results;  and 

(7)  Where  the  applicant  has  previ¬ 
ously  received  an  award  from  the  Federal 
Government,  the  applicant’s  compliance 
or  noncompliance  with  requirements  ap¬ 
plicable  to  such  prior  award:  Provided, 
however,  That  in  any  case  where  the 
Director  proposes  to  deny  assistance 
based  upon  the  applicant’s  noncompli¬ 
ance  with  requirements  applicable  to  a 
prior  award,  he  shall  do  so  only  after  af¬ 
fording  the  applicant  reasonable  notice 
and  an  opportunity  to  rebut  the  proposed 
basis  for  denial  of  assistance. 

(31  U.S.C.  628) 

§  1403.11  Disposition  of  applications. 

(a)  On  the  basis  of  the  review  of  an 
application  pursuant  to  §  1403.10,  the 
Director  will  either  (1)  approve  the  ap¬ 
plication  in  whole  or  in  part,  for  such 
amount  of  funds  and  subject  to  such 
conditions  as  he/she  may  deem  neces¬ 
sary  or  desirable  for  the  completion  of 
the  approved  project,  (2)  disapprove 
the  application,  or  (3)  defer  action  on 
the  application  for  such  reasons  as  lack 
of  funds  or  a  need  for  further  review. 

(b)  Reconsideration.  Any  deferral  or 
disapproval  of  an  application  shall  not 
preclude  its  reconsideration  or 
resubmission. 

(c)  Notification  of  disposition.  The 
Director  will  notify  the  applicant  in  writ¬ 
ing  of  the  disposition  of  its  application. 
A  signed  notification  of  grant  award  will 
be  issued  to  notify  the  applicant  of  an 
approved  project  application. 


§  1403.13  Amendments. 

(a)  Substantive  amendments  will  be 
subject  to  approval  in  the  same  manner, 
and  on  the  same  forms,  as  original  ap¬ 
plications.  Only  those  pages  of  the  re¬ 
quired  forms  which  relate  to  the  re¬ 
quested  changes  should  be  submitted. 

(b)  Project  amendments  may  be  (1)  re¬ 
quested  by  the  grantee,  as  provided  in 
§  1405.5  of  this  subchapter  or  (2)  initi¬ 
ated  by  the  Director  if  changes  are  made 
in  Federal  appropriations  or  laws,  gov¬ 
erning  such  projects.  If  such  amendment 
constitutes  a  partial  termination  of  the 
award,  the  procedures  contained  in 
§  1424.8  of  this  subchapter  shall  apply. 

§  1403.15  Preliminary  proposals. 

When  he/she  deems  it  necessary  or 
desirable  to  effectuate  the  purposes  and 
policies  in  §  1400.3  and  §  1400.4(a)  of 
this  subchapter,  the  Director  may  re¬ 
quire  any  applicant  for  assistance  under 
this  subchapter  to  submit  a  preliminary 
proposal  or  prospectus  for  review  and 
approval  prior  to  the  acceptance  of  an 
application  submitted  under  §  1403.4. 


PART  1405— FEDERAL  FINANCIAL 
PARTICIPATION 
Subpart  A — General  Provisions 

Sec. 

1406.1  Amount  of  award. 

1405.2  Limitations  on  costs. 

1405.4  Budget  revisions. 

1405.5  Review  and  direction  of  the  re¬ 

search  effort. 

1405.7  Federal  obligation. 

1405.8  Payments. 

1 405 .9  Duration  of  project. 

1405.10  Obligation  by  grantee. 

1405.11  Cash  depositories. 

Subpart  B — Grant  Payment  Requirements 

1405.20  Scope  of  subpart. 

1405.21  Definitions. 

1405.22  Payment  methods  for  nonconstruc¬ 

tion  grants. 

1405.23  Payment  methods  for  construction 

grants. 

1405.24  Withholding  of  payments. 

1405.26  Requesting  advances  and  reimburse¬ 
ments. 

Subpart  C — Cost  Principles 

1405.30  Scope  of  subpart. 

1405.31  Grants  to  State  or  local  govern¬ 

ments. 

1405.32  Grants  to  institutions  of  higher 

education. 

1405.33  Grants  to  hospitals. 

1405.34  Grants  to  other  nonprofit  organiza¬ 

tions. 

1405.35  Cost-type  contracts. 

Authority:  Section  406  of  the  General 
Education  Provisions  Act,  as  added  by  sec¬ 
tion  301(a)  (2)  of  Public  Law  92-318,  86  Stat. 
328  (20  U.S.C.  1221e),  unless  otherwise 
noted. 

Subpart  A — General  Provisions 
§  1405.1  Amount  of  award. 

Federal  assistance  shall  be  provided 
only  to  meet  allowable  costs  Incurred  by 
the  award  recipient  In  carrying  out  the 
approved  project  In  accordance  with  sec¬ 
tion  405  of  the  Act  and  the  regulations  of 
this  subchapter. 

(31  TTJ9.0.  628) 
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§  1405.2  Limitations  on  costs. 

The  amount  of  the  award  shall  be  set 
forth  in  the  grant  award  document.  The 
total  cost  to  the  Government  will  not  ex¬ 
ceed  the  amount  set  forth  in  the  grant 
award  document  or  any  modification 
thereof  approved  by  the  Director  which 
meets  the  requirements  of  applicable 
statutes  and  regulations.  The  Govern¬ 
ment  shall  not  be  obligated  to  reimburse 
the  grantee  for  co6ts  incurred  in  excess 
of  such  amount  unless  and  until  the  Di¬ 
rector  has  notified  the  grantee  in  writing 
that  such  amount  has  been  increased 
and  has  specified  such  increased  amount, 
which  meets  the  requirements  of  appli¬ 
cable  statutes  and  regulations,  in  a  re¬ 
vised  grant  award  document  pursuant 
to  S  1403.13  of  this  subchapter.  Such  re¬ 
vised  amount  shall  thereupon  constitute 
the  revised  total  costs  of  the  perform¬ 
ance  of  the  grant. 

(31  UJS.C.  200) 

§  1405.4  Budget  revisions. 

(a)  As  used  in  this  paragraph: 

(1)  “Coostruction"  means  solely  or 
primarily  for  construction. 

(2)  “Nonconstruction”  means  not 
solely  or  primarily  for  construction. 

(OMB  Circular  No.  A-102,  Exhibit  M-3,  5) 

(b)  For  nonconstruction  grants, 
grantees  shall  request  prior  approval 
promptly  from  the  Director  for  proposed 
budget  revisions  whenever  one  or  more 
of  the  following  conditions  prevail: 

(1)  The  revision  results  from  approved 
changes  in  the  scope  or  the  objective  of 
the  project: 

(2)  The  revision  indicates  the  need  for 
additional  Federal  funding; 

(3)  The  revisions  involve  the  transfer 
of  amounts  budgeted  for  indirect  costs 
to  absorb  increases  in  direct  costs;  or 

(4)  The  revisions  pertain  to  the  ad¬ 
dition  of  items  requiring  prior  approval 
In  accordance  with  the  provisions  of  Sub¬ 
part  C  of  Part  1405  of  this  subchapter. 

(5)  The  revisions  pertain  to  items 
specifically  disallowed  as  a  condition  of 
the  grant. 

(OMB  Circular  No.  A-102,  Attachment  K, 
1-2) 

(c)  Budget  revisions  for  nonconstruc¬ 
tion  grants,  other  than  those  revisions 
set  forth  in  paragraph  (b)  of  this 
section,  do  not  require  approval  by  the 
Director.  Budget  revisions  which  do  not 
require  such  approval  Include  (1)  the  use 
of  grantee  funds  in  furtherance  of  proj¬ 
ect  objectives  over  and  above  the  grantee 
minimum  share  (if  any)  included  in  the 
approved  budget  and  (2)  the  transfer  of 
amounts  budgeted  for  direct  costs  to 
absorb  authorized  increases  in  indirect 
costs. 

(d)  For  construction  grants,  grantees 
shall  request  prior  approval  promptly 
from  the  Director  for  budget  revisions 
whenever: 

(1)  The  revision  results  from  changes 
in  the  scope  or  objective  of  the  project; 
or 

(2)  The  revision  Increases  the  budg¬ 
eted  amounts  of  Federal  funds  needed 
to  complete  the  project. 

(OMB  Circular  No.  A-102,  Attachment  K,  2) 


<e)  (1)  For  both  construction  and  non- 
construction  grants,  grantees  shall  no¬ 
tify  the  Director  promptly  whenever  the 
amount  of  Federal  authorized  funds  is 
expected  to  exceed  the  needs  of  the  recip¬ 
ient  by  more  than  $5,000  or  five  percent 
(5%)  of  the  Federal  grant,  whichever  is 
greater. 

(2)  The  notification  required  in  para¬ 
graph  (e)  (1)  of  this  section  will  not 
be  required  when  applications  for  ad¬ 
ditional  funding  are  submitted  for  con¬ 
tinuing  grants  and  those  applications 
include  the  grantee’s  estimate  of  what 
the  unobligated  balance  of  Federally- 
authorized  funds  will  be  at  the  end  of 
the  current  period. 

(f)  When  requesting  approval  for 
budget  revisions,  grantees  shall  use  the 
budget  forms  which  were  used  in  the 
application.  However,  grantees  may  re¬ 
quest  by  letter  the  approval  required  by 
paragraph  (b)  (4)  of  this  section. 

(OMB  Circular  No.  A-102,  Attachment  K,  2) 

(g)  Within  30  days  from  the  date  of 
receipt  of  the  request  for  budget  re¬ 
visions,  the  Director  will  review  the 
request  and  notify  the  grantee  as  to 
whether  or  not  the  budget  revisions  have 
been  approved.  If  the  revision  la  still 
under  consideration  at  the  end  of  such 
30-day  period,  the  Director  will  inform 
the  recipient  in  writing  as  to  when  the 
grantee  may  expect  the  Director’s  de¬ 
cision. 


(OMB  Circular  No.  A-102,  Attachment  K,  3) 

§  1405.5  Review  and  direction  of  the  re¬ 
search  effort. 


(a)  Deviations  from  the  project  of  a 
grantee  in  methodology,  approach,  or 
other  aspects  of  the  project  that  would 
expedite  achievement  of  the  project’s  re¬ 
search  objectives  are  permitted  without 
the  necessity  for  an  approved  amend¬ 
ment  to  the  notification  of  grant  award, 
except  with  regard  to  changes  described 
under  paragraph  (b)  of  this  section. 

(b)  Prior  amendment  to  the  notifica¬ 
tion  of  grant  award  by  the  Director,  In 
accordance  with  9  1403.13,  is  required  for 
changes  in  the  methodology,  approach,  or 
other  aspects  of  the  project  for  changes 
(1)  in  methodology,  approach,  or  other 
aspects  which  are  stated  in  the  applica¬ 
tion  or  in  the  notification  of  grant  award 
under  9  1403.11(c)  as  a  specific  objective 
of  the  grant;  (2)  where  the  notification 
of  grant  award  has  contained  detailed 
objectives  or  goals  specified  by  the  In¬ 
stitute  and  has  provided  for  close  control 
by  the  Institute  over  the  direction,  spec¬ 
ifications,  methods,  or  schedules  of  the 
research;  or  (3)  iii  the  stated  objectives 
of  the  research  effort  and  the  phenom¬ 
enon  or  phenomena  under  study. 

(OMB  Circular  No.  A-101) 

§  1405.7  Federal  obligation. 

The  Issuance  of  a  grant  award  docu¬ 
ment  will  be  regarded  as  an  obligation 
of  the  Federal  Government  in  the 
amount  of  the  award. 

(31  U.S.C.  200) 

§  1405.8  Payments. 

(a)  Payment  methods  and  adjust¬ 
ments.  Payments  pursuant  to  grants  may 


be  made  in  installments,  and  In  advance 
or  by  way  of  reimbursement  pursuant  to 
Subpart  B  of  this  part,  with  necessary 
adjustments  on  account  of  overpayments 
or  underpayments,  as  the  Director  may 
determine. 

(b)  Violations.  A  payment  under  any 
such  grant  for  expenditures  which  fall 
to  meet  the  requirements  of  any  of  the 
provisions  of  applicable  Federal  statutes, 
regulations,  or  the  approved  project  ap¬ 
plication  (including  any  terms  and  con¬ 
ditions  applicable  thereto)  may  be  taken 
into  account  in  the  determination  of 
any  such  overpayments  and  any  adjust¬ 
ments  relating  thereto. 

(c)  Current  needs.  Funds  paid  pursu¬ 
ant  to  a  grant  for  amounts  expended  by 
a  grantee  to  carry  out  Its  function  under 
such  grant  generally  will  be  limited  to 
the  amount  necessary  to  meet  current 
needs  for  disbursement. 

(d)  Adjustment  of  records.  Each 
grantee,  in  its  maintenance  of  project 
expenditure  accounts,  records,  and  re¬ 
ports  shall  promptly  make  any  neces¬ 
sary  adjustments  In  its  records  to  reflect 
refunds,  credits,  underpayments,  or  over¬ 
payments,  resulting  from  Federal  cm* 
State  administrative  reviews  and  audits 
or  otherwise.  Such  adjustments  shall  be 
set  forth  In  any  financial  reports  required 
to  be  filed  with  the  Director. 

§  1405.9  Duration  of  project. 

(a)  The  amount  of  the  grant  award 
shall  remain  available  for  obligation  by 
the  grantee  during  the  period  specified 
in  the  grant  award  or  until  otherwise 
suspended  or  terminated.  Such  period 
may  be  extended  by  revision  of  the  grant 
with  or  without  additional  funds  pur¬ 
suant  to  paragraph  (b)  of  this  section 
where  otherwise  permitted  by  law. 

(b)  When  it  Is  determined  that  special 
or  unusual  circumstances  will  delay  the 
completion  of  the  project  beyond  the  pe¬ 
riod  for  obligation,  the  grantee  must  in 
writing  request  the  Director  to  extend 
such  period  and  must  indicate  the  rea¬ 
sons  therefor.  If  he/she  deems  It  appro¬ 
priate,  the  Director  may  extend  the  proj¬ 
ect  period  In  accordance  with  law. 

§  1405.10  Obligation  by  grantee. 

Obligations  will  be  considered  to  have 
been  incurred  by  a  grantee  on  the  basis 
of  documentary  evidence  of  binding  com¬ 
mitments  for  the  acquisition  of  goods 
or  property  or  for  the  performance  of 
work,  except  that  funds  for  personal 
service®,  for  services  performed  by  public 
utilities,  for  travel,  and  for  the  rental 
of  facilities,  shall  be  considered  to  have 
been  obligated  as  of  the  time  such  serv¬ 
ices  were  rendered,  such  travel  was  per¬ 
formed,  and  such  rented  facilities  were 
used,  respectively. 

§  1405.11  Cash  depositories. 

(a)  Physical  separation  and  eligibility. 
Except  as  provided  in  paragraph  (b)  of 
this  section: 

(1)  Physical  segregation  of  cash  de¬ 
positories  for  Federal  funds  which  are 
provided  to  a  grantee  is  not  required; 
and 

(2)  There  will  be  no  eligibility  require¬ 
ments  for  cash  depositories  in  which 
Federal  funds  are  deposited  by  grantees. 


FEDERAL  REGISTER,  VOL.  39,  NO.  213 — MONDAY,  NOVEMBER  4,  1974 


(b)  Checks-paid  basis  letter  of  credit. 

A  separate  bank  account  shall  be  used 
when  payments  under  letter  of  credit 
are  made  on  a  “checks-paid”  basis  in 
accordance  with  agreements  entered  into 
by  a  grantee,  the  Federal  Government, 
and  the  banking  institutions  involved. 

A  checks-paid  basis  letter  of  credit  is  one 
under  which  funds  are  not  drawn  from 
the  Treasury  until  the  grantee’s  checks 
have  been  presented  to  its  bank  for 
payment. 

(c)  Minority-owned  banks.  Consistent 
with  the  national  goal  of  expanding  op¬ 
portunities  for  minority  business  enter¬ 
prises,  grantees  are  encouraged  to  use 
minority-owned  banks. 

(OMB  Circular  No.  A-102,  Attachment  A) 

Subpart  B — Grant  Payment  Requirements 
§  1405.20  Scope  of  subpart. 

This  subpart  sets  forth  the  methods 
of  making  grant  payments  to  grantees. 
These  methods  will  minimize  the  time 
elapsing  between  the  disbursement  by  a 
grantee  and  the  transfer  of  funds  from 
the  United  States  Treasury  to  the 
grantee,  whether  such  disbursement  oc¬ 
curs  prior  to  or  subsequent  to  the  trans¬ 
fer  of  funds. 

(OMB  Circular  No.  A-102,  Attachment  J) 

§  1405.21  Definitions. 

As  used  in  this  subpart: 

“Advance  by  Treasury  check”  is  a  pay¬ 
ment  made  by  a  Treasury  check  to  a 
grantee  upon  its  request  or  through  the 
use  of  predetermined  payment  schedules 
before  payments  are  made  by  the 
grantee. 

“Letter  of  credit”  is  an  instrument 
certified  by  an  authorized  official  of  the 
Federal  Government  which  authorizes  a 
grantee  to  draw  funds  when  needed  from 
the  Treasury,  through  a  Federal  Reserve 
Bank  and  the  grantee’s  commercial  bank, 
in  accordance  with  the  provisions  of 
Treasury  Circular  No.  1075. 

“Percentage  of  completion  method” 
refers  to  a  system  under  which  payments 
are  made  to  the  recipient  of  a  construc¬ 
tion  grant  according  to  a  schedule  which 
relates  the  amount  and  timing  of  each 
payment  primarily  or  solely  to  the  actual 
percentage  of  completion  of  the  con¬ 
struction  work  under  the  grant  rather 
than  to  the  grantee’s  actual  rate  of 
disbursements. 

“Reimbursement  by  Treasury  check” 
is  a  payment  made  to  a  grantee  with  a 
Treasury  check  upon  request  for  reim¬ 
bursement  from  the  grantee. 

(OMB  Circular  No.  A-102,  Attachment  J) 

§  1405.22  Payment  methods  for  noncon- 
struction  grants. 

(a)  Letters  of  credit  will  be  used  to 
pay  grantees  when  all  of  the  following 
conditions  exist: 

(1)  There  is  or  will  be  a  continuing 
relationship  between  the  grantee  and  the 
responsible  Department  finance  office  for 
at  least  a  twelve-month  period  and  the 
total  amount  of  advances  to  be  received 
from  the  finance  office  is  $250,000  or 
more,  as  prescribed  by  Treasury  Circular 
No.  1075;  and 
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(2)  The  grantee  has  established,  or 
demonstrated  to  the  Director  the  willing¬ 
ness  and  ability  to  establish  procedures 
that  will  minimize  the  time  elapsing  be¬ 
tween  the  transfer  of  funds  from  the 
Treasury  and  their  disbursement  by  the 
grantee;  and 

(3)  The  grantee’s  financial  manage¬ 
ment  system  meets  the  standards  for 
fund  control  and  accountability  pre¬ 
scribed  in  Part  1417  of  this  subchapter. 

(b)  Advances  by  Treasury  check  will 
be  used,  in  accordance  with  the  provi¬ 
sions  of  Treasury  Circular  No.  1075,  when 
the  grantee  meets  all  of  the  requirements 
specified  in  paragraph  (a)  of  this  section 
except  those  in  paragraph  (a)  (1)  of  this 
section. 

(c)  Reimbursement  by  Treasury  check 
will  be  the  preferred  (although  not  man¬ 
datory)  method  when  the  grantee  does 
not  meet  the  requirements  specified  in 
either  or  both  of  paragraphs  (a)  (2)  and 
(a)  (3)  of  this  section.  This  method  may 
also  be  used  when  the  major  portion  of 
the  program  is  accomplished  through 
private  market  financing  or  Federal 
loans,  and  the  Federal  grant  assistance 
constitutes  a  minor  portion  of  the  pro¬ 
gram. 

(d)  Grantees  will  be  authorized  to  sub¬ 
mit  no  less  often  than  monthly  their  re¬ 
quests  for  advances  or  reimbursements 
when  letters  of  credit  or  predetermined 
automatic  Treasury  check  advances  are 
not  used. 

(OMB  Circular  No.  A-102,  Attachment  J) 

§  1405.23  Payment  methods  for  con¬ 
struction  grants. 

(a)  The  percentage  of  completion 
method  will  not  be  used  to  pay  for  con¬ 
struction. 

(b)  Reimbursement  by  Treasury  check 
shall  be  the  preferred  method  when  the 
grantee  does  not  meet  the  requirements 
specified  in  §  1405.22(a)  (2)  and  (3),  and 
may  be  used  for  any  other  construction 
grant  except  where  the  Department  has 
entered  into  an  agreement  with  a  grantee 
to  use  a  letter  of  credit  for  all  Depart¬ 
ment  grants,  including  construction 
grants. 

(c)  When  the  reimbursement  by 
Treasury  check  method  is  used,  grantees 
will  be  authorized  to  submit  no  less  often 
than  monthly  their  requests  for  reim¬ 
bursement. 

(d)  When  the  reimbursement  by 
Treasury  check  method  is  not  used, 

S  1405.22  (a)  and  (b)  shall  be  applicable 
to  the  construction  grant.  Implementing 
procedures  under  §  1405.22  (a)  and  (b) 
shall  be  insofar  as  possible  the  same  for 
construction  grants  as  for  nonconstruc¬ 
tion  grants  awarded  to  the  same  grantee. 
(OMB  Circular  No.  A-102,  Attachment  J) 
§  1405.24  Withholding  of  payments. 

Unless  otherwise  required  by  law,  pay¬ 
ments  for  proper  charges  incurred  by 
grantees  will  not  be  withheld  unless  the 
grant  is  suspended  pursuant  to  §  1424.8 
(c)  or  the  grantee  is  indebted  to  the 
United  States  and  collection  of  the  in¬ 
debtedness  will  not  impair  the  accom¬ 
plishment  of  the  objectives  of  any  grant 
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or  contract  program  sponsored  by  the 
United  States.  When  a  grant  is  sus¬ 
pended,  payment  adjustments  will  be 
made  in  accordance  with  §  1424.8.  When 
an  indebtedness  is  to  be  collected,  the 
Director  may,  upon  reasonable  notice  to 
the  grantee,  withhold  from  the  grantee 
the  right  to  receive  payments  under  the 
grant  or  require  appropriate  accounting 
adjustments  to  recorded  cash  balances 
for  which  the  grantee  is  accountable  to 
the  Federal  Government,  in  order  to 
liquidate  the  indebtedness. 

(OMB  Circular  No.  A-102,  Attachment  J) 

§  1405.25  Requesting  advances  or  reim¬ 
bursements. 

Part  1419  of  this  subchapter  sets  forth 
the  procedures  and  forms  for  requesting 
advances  or  reimbursements. 

(OMB  Circular  No.  A-102,  Attachment  J) 

Subpart  C — Cost  Principles 
§  1405.30  Scope  of  subpart. 

This  subpart  establishes  the  principles 
to  be  used  (except  to  the  extent  incon¬ 
sistent  with  an  applicable  Federal  statute 
or  regulation)  in  determining  costs  ap¬ 
plicable  to  grants  awarded  by  the  Direc¬ 
tor  and  to  cost-type  contracts  under  such 
grants. 

(OMB  Circular  Nos.  A-21,  A-87) 

§  1405.31  Grants  to  State  or  local  gov¬ 
ernments. 

The  principles  to  be  used  in  determin¬ 
ing  the  allowable  costs  of  activities  con¬ 
ducted  or  administered  by  State  and  local 
governments  are  set  forth  in  Appendix 
C  to  Part  74  of  this  title. 

(OMB  Circular  No.  A-87) 

§  1405.32  Grants  to  institutions  of  higher 
education. 

(a)  Research  and  development.  The 
principles  for  determining  the  allowable 
costs  of  research  and  development  work 
performed  by  institutions  of  higher  ed¬ 
ucation  are  set  forth  in  Part  I  of  Appen¬ 
dix  D  to  Part  74  of  this  title. 

(b)  Training  and  other  educational 
services.  The  principles  for  determining 
the  allowable  costs  of  training  and  other 
educational  services  provided  by  institu¬ 
tions  of  higher  education  are  set  forth 
in  Part  II  of  Appendix  D  to  Part  74  of 
this  title. 

(c)  Other  activities.  Appendix  D  to 
Part  74  of  this  title  shall  be  used  as  a 
guide  for  determining  the  allowable  costs 
of  other  activities  conducted  by  institu¬ 
tions  of  higher  education. 

(OMB  Circular  No.  A-21) 

§  1405.33  Grants  to  hospitals. 

(a)  Research  and  development.  The 
principles  for  determining  the  allowable 
costs  of  research  and  development  work 
performed  by  hospitals  are  set  forth  in 
Appendix  E  to  Part  74  of  this  title. 

(b)  Other  activities.  Appendix  E  to 
Part  74  of  this  title  shall  be  used  as  a 
guide  for  determining  the  allowable  costs 
of  other  activities  conducted  by  hospitals. 
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§  1105.34  Grants  to  other  nonprofit  or¬ 
ganizations. 

(a)  Nonconstruction.  The  principles 
for  determining  the  allowable  costs  of 
nonconstruction  activities  conducted  by 
nonprofit  organizations  other  than  insti¬ 
tutions  of  higher  education,  hospitals, 
States,  and  local  governments  are  set 
forth  in  Appendix  P  to  Part  74  of  this 
title. 

(b)  Construction.  Appendix  P  to  Part 
74  of  this  title  shall  be  used  as  a  guide 
for  determining  the  allowable  costs  of 
construction  by  nonprofit  organizations 
(other  than  institutions  of  higher  educa¬ 
tion,  hospitals,  States,  and  local  govern¬ 
ments)  . 

§  1403.35  Cost-type  contracts. 

(a)  It  should  be  noted  that  the  cost 
principles  applicable  to  a  cost-type  con¬ 
tractor  under  a  grant  will  not  necessarily 
be  the  same  as  those  applicable  to  the 
grantee.  For  example,  where  a  State  gov¬ 
ernment  awards  a  cost-type  contract  to 
an  institution  of  higher  education.  Ap¬ 
pendix  D  to  Part  74  of  this  title  would 
apply  to  the  costs  incurred  by  the  insti¬ 
tution  of  higher  education,  even  though 
Appendix  C  to  Part  74  of  this  title  would 
apply  to  the  costs  incurred  by  the  State. 

(b)  The  principles  to  be  used  in  deter¬ 
mining  the  allowable  costs  of  work  per¬ 
formed  by  commercial  organizations 
under  cost-type  contracts  awarded  to 
them  are  set  forth  in  41  CFR  Subpart 
1—15.2. 

PART  1407— COST  SHARING 

Sec. 

1407.1  Purpose  and  scope. 

1407.2  Definitions. 

1407.3  General  policy. 

1407.4  Arrangements  lor  cost  sharing. 

1407.6  Extent  of  cost  sharing. 

1407.8  Allowability. 

1407.9  Valuation  of  ln-kind  contributions 

from  third  parties. 

1407.10  Supporting  records  for  ln-klnd  con¬ 

tributions  frpm  third  parties. 

Authority:  Section  406  of  the  General 
Education  Provisions  Act,  as  added  by  section 
301(a)  (2)  of  Public  Law  92-318,  86  Stat.  328 
(20  U.S.C.  122 le);  OMB  circular  No.  A-102, 
Attachment  F) 

§  1407.1  Purpose  and  scope. 

This  part  establishes  policies  and  pro¬ 
cedures  for  cost  sharing  in  research 
grants.  It  includes  criteria  and  proce¬ 
dures  for  the  allowability  and  evaluation 
of  cash  and  ln-kind  contributions  in 
satisfying  cost  sharing  requirements  of 
grants. 

§  1407.2  Definitions. 

“Cash  contributions”  means  the 
grantee’s  cash  outlay,  including  the  Out¬ 
lay  of  money  contributed  to  the  grantee 
by  third  parties.  Unless  authorized  by 
Federal  legislation,  outlays  charged  to 
other  grants  or  to  Federal  contracts  may 
not  be  considered  as  the  grantee’s  cash 
contributions. 

“In-kind  contributions”  represent  the 
value  of  noncash  contributions  provided 
by  the  grantee  or  third  parties.  In-kind 
contributions  may  consist  of  charges  for 
real  property  and  nonexpendable  per¬ 


sonal  property,  and  the  value  of  goods 
and  services  directly  benefitting  and  spe¬ 
cifically  Identifiable  to  the  grant-sup¬ 
ported  activity.  Unless  otherwise  author¬ 
ized  by  Federal  legislation,  charges  for 
property  purchased  wholly  with  Federal 
funds,  and  charges  based  on  the  Federal 
share  of  the  value  of  property  purchased 
partly  with  Federal  funds,  may  not  be 
considered  as  the  grantee’s  in-kind 
contributions. 

“Matching  or  cost  sharing”  represents, 
in  general,  that  portion  of  project  costs 
not  borne  by  the  Federal  Government. 

“Project  costs”  means  the  sum  of  (a) 
the  allowable  costs  incurred  by  the  grant¬ 
ee  and  (b)  the  allowable  in-kind  contri¬ 
butions  made  by  third  parties. 

§  1407.”  General  policy. 

As  provided  in  applicable  law.  In¬ 
stitute  funds  shall  not  be  used  to  pay 
any  recipient  of  a  grant  for  the  conduct 
of  a  research  project  an  amount  equal 
to  as  much  as  the  entire  cost  of  the 
project. 

§  1407.4  Arrangements  for  cost  sharing. 

Grantees  may  share  in  the  costs  of 
grant-supported  research  projects  either 
under  institutional  cost  sharing  agree¬ 
ments  or  under  cost-sharing  arrange¬ 
ments  negotiated  on  a  project-by- 
project  basis. 

(a)  An  institutional  cost  sharing 
agreement  may  be  negotiated  covering 
the  aggregate  of  all  or  some  of  the  re¬ 
search  projects  supported  by  the  De¬ 
partment’s  grant  funds. 

(b)  In  the  absence  of  an  institutional 
cost  sharing  agreement,  a  separate  cost 
sharing  agreement  must  be  negotiated 
for  each  research  project  supported  with 
Institute  funds. 

§  1407.6  Extent  of  cost  sharing. 

The  amount  of  cost  sharing  will  be 
negotiated  according  to  a  combination 
of  such  factors  as: 

(a)  The  extent  to  which  the  grantee 
has  shared  in  the  cost  of  previous 
grants; 

(b)  The  ability  of  the  grantee  to  re¬ 
cover  cost  shared  amounts  from  non- 
Federal  sources;  and 

(c)  The  extent  to  which  the  Govern¬ 
ment  desires  to  stimulate  the  area  of 
research. 

(d)  The  relevance  of  the  research  ef¬ 
fort  to  the  non-Federal  activity  of  the 
grantee. 

§  1407.8  Allowability. 

(a)  Cost  sharing  may  consist  of; 

(1)  Charges  incurred  by  the  grantee 
as  project  costs.  Not  all  charges  require 
cash  outlays  during  the  grant  period 
by  the  grantee;  examples  are  depreci¬ 
ation  and  use  allowances  for  buildings 
and  equipment.  . 

(2)  Project  costs  financed  with  cash 
contributed  or  donated  to  the  grantee 
by  third  parties. 

(3)  Project  costs  represented  by  in- 
kind  contributions  made  by  non-Federal 
third  parties.  Where  in-kind  contribu¬ 
tions  are  made  by  the  Federal  Govern¬ 
ment,  they  may  be  Included  in  the 


grantee’s  cost  sharing  only  if  Federal 
legislation  authorizes  such  inclusion. 

(b)  All  contributions  whether  cash 
or  in-kind  (including  ln-kind  contri¬ 
butions  from  third  parties)  shall  be 
accepted  as  part  of  the  grantee’s  cost 
sharing  when  such  contributions: 

(1)  Are  identifiable  from  the  grantee’s 
records; 

(2)  Are  not  Included  as  contributions 
for  any  other  Federally-assisted  program, 
or  any  Federal  contract; 

(3)  Are  necessary  and  reasonable  for 
proper  and  efficient  accomplishment  of 
project  objectives; 

(4)  If  made  by  the  grantee,  are  types 
of  costs  which  are  allowable  under  the 
applicable  cost  principles  specified  in 
Subpart  C  of  Part  1405  of  this  sub¬ 
chapter; 

(5)  Are  not  borne  by  the  Federal  Gov¬ 
ernment  directly  or  indirectly  under  any 
Federal  grant  or  contract  (unless  the 
other  grant  or  contract  may,  under  au¬ 
thority  of  law,  be  used  for  cost  sharing) ; 
and 

(6)  Conform  to  other  applicable  provi¬ 
sions  of  this  part. 

§  1407.9  Valuation  of  in-kind  contribu¬ 
tions  from  third  parties. 

(a)  Valuation  of  volunteer  services — 

(1)  General .  Volunteer  services  may  be 
furnished  by  professional  and  technical 
personnel,  consultants,  and  other  skilled 
and  unskilled  labor.  Volunteered  service 
may  be  counted  as  cost  sharing  if  it  is  an 
Integral  and  necessary  part  of  an  ap¬ 
proved  program. 

(2)  Rates  for  volunteer  service.  Rates 
for  volunters  should  be  consistent  with 
those  regular  rates  paid  for  similar  work 
in  other  activities  of  the  grantee.  In  cases 
where  the  kinds  of  skills  required  for  the 
Federally-assisted  activities  are  not 
found  in  the  other  activities  of  the 
grantee,  rates  used  should  be  consistent 
with  those  paid  for  similar  work  in  the 
labor  market  in  which  the  grantee  com¬ 
petes  for  the  kind  of  services  involved. 

(3)  Volunteers  employed  by  other  or¬ 
ganizations.  When  an  employer  other 
than  the  grantee  furnishes  the  services 
of  an  employee,  these  services  shall  be 
valued  at  the  employee’s  regular  rate  of 
pay  (exclusive  of  fringe  benefits  and 
overhead  cost)  provided  these  services 
axe  in  the  same  skill  for  which  the  em¬ 
ployee  is  normally  paid. 

(b)  Valuation  of  donated  real  or  tan¬ 
gible  personal  property,  or  ■use  thereof. — 

(1)  Donation  of  title.  If  the  donor  trans¬ 
fers  title  to  the  property,  the  amount  to 
be  allowed  as  matching  or  cost  sharing 
shall  be  determined  as  if  the  grantee 
had  purchased  the  property  and  had 
paid  the  fair  market  value  of  the  prop¬ 
erty  at  the  time  of  transfer. 

(2)  Donation  of  use.  If  only  use  of  the 
property  is  donated,  and  the  donor  re¬ 
tains  title,  the  amount  to  be  allowed  as 
matching  or  cost  sharing  shall  be  deter¬ 
mined  as  if  the  grantee  had  rented  the 
property  and  had  paid  the  property’s 
fair  rental  value. 

(3)  Appraisal.  The  Director  may  re¬ 
quire  that  the  value  of  real  property  be 
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established  by  an  independent  appraiser 
(i.e.,  a  private  realty  firm  or  a  General 
Services  Administration  representative) 
and  certified  by  the  responsible  official  of 
the  grantee  as  a  precondition  to  allow¬ 
ability  for  matching  or  cost  sharing 
purposes. 

(c)  Valuation  of  other  in-kind  con¬ 
tributions  by  third  parties.  Other  neces¬ 
sary  in-kind  contributions  made  by  third 
parties  specifically  for  and  in  direct  bene¬ 
fit  to  the  grant  program  may  be  accepted 
as  matching  or  cost  sharing  provided  that 
they  are  adequately  supported  and  per¬ 
missible  under  the  law.  Such  charges 
must  be  reasonable  and  properly 
justifiable. 

§  1407.10  Supporting  records  for  in-kind 
contributions  from  third  parties. 


§  1409.4  Sale  of  real  and  personal  prop¬ 
erty. 

Proceeds  from  the  sale  of  real  and 
tangible  personal  property  whose  acquisi¬ 
tion  cost  was  borne  in  whole  or  in  part 
by  Federal  funds  shall  be  handled  in 
accordance  with  Part  1415  of  this  sub¬ 
chapter. 

(OMB  Circular  No.  A-102,  Attachment  N.) 

§  1409.5  Royalties. 

(a)  Applicability — (1)  Copyrights. 
This  section  applies  to  royalties  received 
by  grantees  from  copyrights  cm  publica¬ 
tions  or  other  works  developed  under 
Federal  funds. 

(2)  Patents.  This  section  also  applies 
to  royalties  received  by  grantees  from 


§  1409.6  Other  program  income. 

(a)  This  section  applies  to  all  program 
income  earned  during  the  grant  period 
except  royalties  and  proceeds  from  the 
sale  of  real  property  or  tangible  personal 
property. 

(b)  All  such  income  earned  during 
the  grant  period  shall  be  retained  by  the 
grantee.  The  terms  and  conditions  of 
the  grant  shall  provide  either: 

(1)  That  such  income  shall  be  used 
by  the  grantee  for  any  purposes  which 
further  the  objectives  of  the  legislation 
under  which  the  grant  was  made,  or 

(2)  That  such  income  shall  be  de¬ 
ducted  from  total  project  costs  for  the 
purpose  of  determining  the  net  costs  on 
which  the  Federal  share  of  costs  shall 


The  following  requirements  pertain  to 
the  grantee’s  supporting  records  for  in- 
kind  contributions  from  third  parties: 

(a)  The  extent  of  volunteer  services 
must  be  supported  by  the  same  methods 
used  by  the  grantee  for  its  employees. 

(b)  The  basis  for  determining  the 
charges  for  personal  services,  material, 

'  equipment,  buildings,  and  land  must  be 
documented. 


PART  1409— GRANT  RELATED  INCOME 

Sec. 

1409.1  Scope  of  part. 

1409.2  Meaning  of  program  income. 

1409.3  Interest  Income. 

1409.4  Sale  of  real  and  personal  property. 

1409.5  Royalties. 

1409.6  Other  program  income. 

1409.7  Earmarked  revenues  of  State  or  local 

governments. 

Authority:  Section  405  of  the  General 
Education  Provisions  Act,  as  added  by  section 
301(a)  (2)  of  Public  Law  92-318,  Stat.  328  (20 
U.S.C.  1221e) ;  OMB  Circular  No.  A-102,  At¬ 
tachment  E,  unless  otherwise  noted. 

§  1409.1  Scope  of  part. 

This  part  sets  forth  standards  for 
grantees  in  accounting  for  program  in¬ 
come  and  other  income  related  to  proj¬ 
ects  and  programs  financed  in  whole  or  in 
part  with  Federal  funds. 

§  1409.2  Meaning  of  program  income. 

As  used  in  this  part,  the  term  “pro¬ 
gram  income”  shall  have  the  meaning 
set  forth  for  that  term  in  §  1419.2. 

§  1409.3  Interest  income. 

(a)  As  used  in  paragraph  (b)  of  this 
section: 

(1)  The  term  “State”  shall  have  the 
meaning  set  forth  in  §  102  of  the  Inter¬ 
governmental  Cooperation  Act  of  1968. 

(2)  The  term  “grant-in-aid”  shall 
have  the  meaning  set  forth  for  that  term 
in  section  106  of  the  Intergovernmental 
Cooperation  Act  of  1968. 

(b)  In  accordance  with  section  203  of 
the  Intergovernmental  Cooperation  Act 
of  1968,  States  shall  not  be  held  account¬ 
able  for  interest  earned  on  grant-in-aid 
funds,,  pending  their  disbursement  for 
program  purposes. 

(c)  In  all  other  cases,  grantees  shall 
remit  to  the  Federal  Government  any 
interest  earned  on  advances  of  grant 
funds. 

(Pub.  L.  90-577,  secs.  102,  106,  203) 


patents  on  inventions  conceived  or  first 
actually  reduced  to  practice  in  the  course 
of  or  under  any  Federally  assisted  grant. 

(b)  During  the  grant  period.  (1)  If 
the  grantee  is  a  State  or  local  govern¬ 
ment,  royalties  received  during  the  grant 
period  shall  be  retained  by  the  grantee. 
The  terms  and  conditions  of  the  grant 
shall  provide  either: 

(1)  That  such  royalties  shall  be  used  by 
the  grantee  for  any  purposes  which  fur¬ 
ther  the  objectives  of  the  legislation 
under  which  the  grant  was  made,  or 

(ii)  That  such  royalties  shall  be  de¬ 
ducted  from  total  project  costs  for  the 
purpose  of  determining  the  net  costs  on 
which  the  Federal  share  of  costs  shall 
be  based. 

(2)  When  the  grantee  is  a  State  or 
local  government,  the  grantee  shall  elect 
either  of  the  alternatives  specified  in  sub- 
paragraph  (1)  of  this  paragraph  if  the 
terms  and  conditions  of  the  grant  do  not 
specify  which  is  to  be  followed. 

(3)  If  the  grantee  is  not  a  State  or 
local  government,  disposition  of  royalties 
received  during  the  grant  period  shall  be 
governed  by  the  terms  and  conditions  of 
the  grant  or  other  agreements  made  pur¬ 
suant  to  §  1415.15(b)  and  by  S  1415.17. 

(c)  After  the  grant  period — (1)  Copy¬ 
rights.  (i)  Disposition  of  copyright  royal¬ 
ties  received  after  the  termination  or 
completion  of  the  grant  period  will 
ordinarily  be  governed  by  specific  agree¬ 
ments  between  the  Director  and  the 
grantee  as  provided  in  paragraph  (b)  (3) 
of  this  section. 

(ii)  If  the  grantee  is  a  State  or  local 
government  and  no  other  agreement  be¬ 
tween  the  Director  and  the  grantee  is  ap¬ 
plicable,  the  Federal  share  of  copyright 
royalties  in  excess  of  $200  received  an¬ 
nually  shall  be  paid  by  the  grantee  to 
the  Federal  Government.  In  such  cases, 
the  Federal  share  of  the  royalties  shall 
be  oomputed  on  the  same  ratio  basis  as 
the  percentage  of  Federal  participation 
in  the  cost  of  the  project  or  program. 
This  percentage  of  participation  shall  be 
determined  in  accordance  with  §  1415.19. 

(2)  Patents.  Disposition  of  patent 
royalties  received  after  the  termination 
or  completion  of  the  grant  period  shall  be 
governed  by  agreements  between  the  As¬ 
sistant  Secretary  for  Health,  Depart¬ 
ment  of  Health,  Education,  and  Welfare, 
and  the  grantee,  pursuant  to  the  De¬ 
partment’s  patent  regulations  (Parts  6 
and  8  of  this  title) . 


be  based. 

(c)  The  grantee  shall  elect  either  of 
the  alternatives  specified  in  paragraph 
(b)  of  this  section  if  the  terms  and  con¬ 
ditions  of  the  grant  do  not  specify  which 
is  to  be  followed. 

§  1409.7  Earmarked  revenues  of  State  or 
loeal  governments. 

State  or  local  government  grantees 
shall  record  the  receipt  and  expenditure 
of  revenues  such  as  taxes,  special  assess¬ 
ments,  levies,  fines,  etc.,  as  a  part  of 
grant  projects  transactions  when  such 
revenues  are  specifically  earmarked  for 
a  grant  project  in  accordance  with  the 
terms  and  conditions  of  a  grant. 


PART  1410 — MISCELLANEOUS 
REQUIREMENTS 

Subpart  A — Data-Collection  Instruments  and 
Protection  of  Human  and  Animal  Subjects 

Sec. 

1410.1  Data-collection  instruments. 

1410.2  Protection  of  human  subjects. 

1410.3  Treatment  of  animals. 

Subpart  B — General  Requirements 

1410.7  Principal  investigators. 

1410.10  Retention  of  records. 

1410.14  Financial  interest  prohibited. 

1410.15  Dual  compensation. 

1410.16  Fees  to  Federal  employees. 

1410.19  Commencement  of  project  activity. 
1410.21  Leasing  facilities. 

Authority:  Section  405  of  the  General 
Education  Provisions  Act  as  added  by  sec¬ 
tion  301(a)(2)  of  Public  Law  92-318,  86 
Stat.  328  (  20  U.S.C.  1221e),  unless  otherwise 
noted. 

Subpart  A — Data  Collection  Instruments 
and  Protection  of  Human  and  Animal 
Subjects 

§  1410.1  Data-collection  instruments. 

(a)  Definitions.  For  the  purposes  of 
this  section: 

“Child”  means  an  individual  who  has 
not  attained  the  legal  age  of  consent  as 
determined  under  the  applicable  law  of 
the  jurisdiction  in  which  research  Is  to 
be  conducted. 

“Data-collection  instruments”  means 
tests,  questionnaires,  Inventories,  inter¬ 
view  schedules  or  guides,  rating  scales, 
and  survey  plans  or  any  other  forms 
which  are  used  to  collect  information  on 
substantially  identical  items  from  10  or 
more  respondents. 

“Respondents”  means  individuals  or 
organizations  from  whom  information  is 
collected. 
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(b)  Applicability.  This  section  does 
not  apply  to  instruments  which  deal 
solely  with  (1)  functions  of  technical 
proficiency,  such  as  scholastic  aptitude, 
school  achievement,  and  vocational  pro¬ 
ficiency;  (2)  routine  demographic  in¬ 
formation;  or  (3)  routine  institutional 
information. 

(c)  Protection  of  privacy.  Data-collec- 
tion  instruments  shall  not  be  used  which 
constitute  unnecessary  or  offensive  in¬ 
trusions  of  privacy  through  inquiries  re¬ 
garding  such  matters  as  religion,  sex, 
race,  or  politics. 

(d)  Clearance  of  instruments.  (1) 
Grantees  are  not  required  to  submit 
data-collection  instruments  to  the  Di¬ 
rector  or  obtain  the  Director’s  approval 
for  the  use  of  these  instruments,  except 
where  the  notification  of  grant  award 
specifically  so  provides. 

(2)  If  a  grantee  is  required  under  sub- 
paragraph  (1)  of  this  paragraph  to  sub¬ 
mit  data-collection  instruments  for  the 
approval  of  the  Director,  or  if  a  grantee 
wishes  to  have  Federal  approval  of  a 
data-collection  instrument,  the  grantee 
shall  submit  seven  copies  of  the  docu¬ 
ment  to  the  Director  along  with  seven 
copies  of  the  Office  of  Management  and 
Budget’s  standard  form  No.  83  and  seven 
copies  of  the  Supporting  Statement  as 
required  in  the  “Instructions  for  Re¬ 
questing  OMB  Approval  under  the  Fed¬ 
eral  Reports  Act’’. 

(Standard  form  No.  83A) . 

(e)  Responsibility  for  collection  of  in¬ 
formation.  A  grantee  shall  not  in  any 
way  represent  or  imply  (either  in  a 
letter  of  transmittal,  in  the  data-gather- 
ing  instruments  themselves,  or  in  any 
other  manner)  that  the  information  is 
being  collected  by  or  for  the  Federal 
Government  or  any  of  its  subdivisions. 
Basic  responsibility  for  the  study  and  the 
data- gathering  instruments  rests  with 
the  grantee. 

(f)  Parental  consent.  In  the  case  of 
any  survey  using  data-collection  instru¬ 
ments  in  which  children  are  involved  as 
respondents,  the  grantee,  in  addition  to 
observing  the  other  requirements  con¬ 
tained  in  this  section,  and  in  §  1410.2  as 
appropriate,  shall  provide  assurances 
satisfactory  to  the  Director  that  in¬ 
formed  consent  will  be  obtained  from  the 
parents  of  each  such  respondent  prior  to 
the  use  of  such  instruments,  except  that: 
a  waiver  from  the  requirements  of  this 
paragraph  for  specific  data-collection  ac¬ 
tivities  may  be  granted  by  the  Director 
upon  the  written  request  and  justifica¬ 
tion  therefore  by  the  grantee. 

§  1410.2  Protection  of  human  subjects. 

All  grantees,  insofar  as  their  proposal 
involves  research  with  human  subjects, 
must  insure  that  the  rights  and  welfare 
of  human  subjects  are  maintained.  Ev¬ 
ery  precaution  must  be  taken  to  protect 
human  subjects  from  physical,  psycho¬ 
logical,  or  sociological  harm,  in  accord¬ 
ance  with  the  specific  provisions  of  the 
Department’s  policy  on  the  treatment  of 
human  subjects  (Title  41,  Subpart  3 — 
4.55  of  the  Code  of  Federal  Regulations) . 


§  1410.3  Treatment  of  animals. 

If  animals  are  utilized  in  any  project 
receiving  assistance,  the  applicant  for 
such  assistance  shall  provide  assurances 
satisfactory  to  the  Director  that  such 
animals  will  be  provided  with  proper 
care  and  humane  treatment,  in  accord¬ 
ance  with  the  Animal  Welfare  Act  of 
1970  (Public  Law  89-544,  as  amended) . 

Subpart  B — General  Requirements 
§  1410.7  Principal  investigators. 

All  grant  awards  shall  be  subject  to 
the  condition  that  the  principal  investi¬ 
gator  (s)  designated  in  the  application  as 
responsible  for  the  conduct  of  the  ap¬ 
proved  project  shall  continue  to  be  re¬ 
sponsible  for  the  duration  of  the  project 
period.  Whenever  any  such  investigator 
shall  become  absent  for  a  period  of  three 
months  or  longer  or  otherwise  become 
unavailable  for  any  reason  to  discharge 
this  responsibility,  the  grant  shall  be 
terminated  and  an  accounting  rendered 
as  provided  in  §§  1424.8  and  1424.10  of 
this  subchapter  unless  the  grantee  re¬ 
places  such  investigator  with  another 
person  found  by  the  Director  to  be  quali¬ 
fied  to  direct  and  conduct  the  approved 
project. 

(OMB  Circular  No.  S-101) 

§  1410.10  Retention  of  records. 

(a)  Records.  Each  grantee  shall  keep 
intact  and  accessible  records  relating  to 
the  receipt  and  expenditure  of  Federal 
funds  and  to  the  expenditure  of  the 
grantee’s  contribution  to  the  cost  of  the 
project,  if  any,  including  all  accounting 
records  and  related  original  and  support¬ 
ing  documents  that  substantiate  direct 
and  indirect  costs  charged  to  the  grant. 

(b)  Retention.  (1)  Except  as  other¬ 
wise  provided  in  this  paragraph  and 
paragraph  (d)  of  this  section,  the  rec¬ 
ords  specified  in  paragraph  (a)  of  this 
section  shall  be  retained  (i)  for  3  years 
after  the  date  of  the  submission  of  the 
final  expenditure  report,  or  (ii)  for  grants 
which  are  renewed  annually,  for  3  years 
after  the  date  of  the  submission  of  the 
annual  expenditure  report.  (2)  Records 
for  nonexpendable  personal  property 
which  was  acquired  with  Federal  funds 
shall  be  retained  for  3  years  after  its  final 
disposition. 

(c)  Microfilm  copies.  Grantees  may 
substitute  microfilm  copies  in  lieu  of 
original  records  in  meeting  the  require¬ 
ments  of  this  section. 

(d)  Audit  questions.  The  records  in¬ 
volved  in  any  claim  or  expenditure  which 
has  been  questioned  by  Federal  audit 
shall  be  further  retained  until  resolution 
of  any  such  audit  questions:  Provided, 
however,  That  records  need  not  be  re¬ 
tained  if  they  relate  to  a  grant  with 
respect  to  which  actions  by  the  United 
States  to  recover  for  diversion  of  Fed¬ 
eral  funds  are  barred  by  the  statute  of 
limitation  in  28  U.S.C.  2415(b). 

(e)  Audit  and  examination.  (1)  The 
Secretary,  the  Director,  and  the  Comp¬ 
troller  General  of  the  United  States,  or 
any  of  their  duly  authorized  representa¬ 
tives,  shall  have  access  for  the  purpose 


of  audit  and  examination  to  all  such  rec¬ 
ords  and  to  any  other  pertinent  books, 
documents,  papers,  and  records  of  the 
grantee. 

(2)  In  the  case  of  a  contract  negoti¬ 
ated  by  the  grantee  and  exceeding  $2500, 
the  grantee,  the  Secretary,  the  Comp¬ 
troller  General  of  the  United  States,  or 
any  of  their  duly  authorized  representa¬ 
tives,  shall  have  access  to  any  books, 
documents,  papers,  and  records  of  the 
contractor  which  the  grantee,  the  Sec¬ 
retary,  the  Comptroller  General  of  the 
United  States,  or  any  of  their  duly  au¬ 
thorized  representatives  determine  are 
pertinent  to  the  specific  grant  for  the 
purpose  of  making  audit,  examination, 
excerpts,  and  transcripts. 

(OMB  Circular  No.  A-73;  OMB  Circular  No. 
A— 102,  Attachment  C) 

§  1410.14  Financial  interest  prohibited. 

A  person  who  is  a  public  official,  officer, 
or  member  of,  or  who  is  otherwise  asso¬ 
ciated  with  a  grantee,  may  not  partici¬ 
pate  in  an  administrative  decision  of  the 
Federal  Government  with  respect  to  the 
grantee’s  project,  if  such  decision  can 
be  expected  to  result  in  any  benefit  or 
remuneration,  including,  without  limi¬ 
tation,  a  royalty,  commission,  contin¬ 
gent  fee,  brokerage  fee,  or  other  benefit, 
to  him/her  or  to  any  member  of  his/her 
immediate  family. 

§  1410.15  Dual  compensation. 

If  a  project  staff  member  or  consultant 
of  one  grantee  is  involved  simultaneously 
in  two  or  more  projects  supported  by 
any  funds  either  under  this  chapter  or 
otherwise,  he/she  may  not  be  compen¬ 
sated  for  more  than  100  percent  of  his 
time  charged  to  funds  under  this  chap¬ 
ter  from  any  funds  during  any  part  of 
the  period  of  dual  involvement. 

§  1410.16  Fees  to  Federal  employees. 

Unless  specifically  authorized  by  law, 
the  grantee  shall  not  use  any  Federal 
funds  or  funds  from  other  sources  to  pay 
a  fee  to,  or  travel  expenses  of,  employees 
of  the  Federal  Government  for  lectures, 
attending  program  functions,  or  any 
other  activities  in  connection  with  the 
grant. 

§  1410.19  Commencement  of  project  ac¬ 
tivity. 

Projects  receiving  Federal  financial 
assistance  shall  commence  within  a  rea¬ 
sonable  period  of  time  subsequent  to  the 
awarding  of  the  grant. 

§  1410.21  Leasing  facilities. 

In  the  case  of  a  project  involving  the 
leasing  of  a  facility,  the  grantee  shall 
demonstrate  that  it  will  have  the  right 
to  occupy,  to  operate,  and,  if  necessary, 
to  maintain  and  improve  the  leased  fa¬ 
cility  during  the  proposed  period  of  the 
project. 


PART  1412— MONITORING  AND 
REPORTING  PERFORMANCE 

Sec. 

1412.1  Scope  of  part. 

1412.2  Monitoring  by  grantees. 
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1412.3  Performance  reports  for  non  con¬ 

struction  grants. 

1412.4  Performance  reports  for  construc¬ 

tion  grants. 

1412.8  Significant  developments  between 
scheduled  reporting  dates. 

1412.8  Budget  revision, 

1412.10  Site  visits. 

Authority:  Section  405  of  the  General 
Education  Provisions  Act,  as  added  by  sec¬ 
tion  301(a)  (2)  of  Public  Law  92-318,  86  Stat. 

328  (20  U.3.C.  1221e) ;  OMB  Circular  No.  A- 
102,  Attachment  L 

§  1412.1  .  Scope  of  part. 

This  part  sets  forth  the  procedures  for 
monitoring  and  reporting  program  per¬ 
formance.  These  procedures  are  designed 
to  place  greater  reliance  on  grantees  to 
manage  the  day-to-day  operations  of 
their  Federally-supported  activities. 

§  1412.2  Monitoring  by  grantees. 

Grantees  shall  constantly  monitor  the 
performance  under  grant-supported  ac¬ 
tivities  to  assure  that  time  schedules  are 
being  met,  projected  work  units  by  time 
periods  are  being  accomplished,  and 
other  performance  goals  are  being 
achieved.  This  review  shall  be  made  for 
each  program,  function,  or  activity  of 
each  grant  as  set  forth  in  the  approved 
grant  application. 

§  1412.3  Performance  reports  for  non* 
construction  grants. 

(a)  Performance  reports.  Grantees 
shall  submit  a  performance  report  for 
each  grant  which  briefly  presents  the 
following  for  each  program,  function,  or 
activity  involved: 

(1)  A  comparison  of  actual  accom¬ 
plishments  to  the  goals  established  for 
the  period.  Where  the  output  of  grant 
programs  can  be  readily  quantified,  such 
quantitative  data  should  be  related  to 
cost  data  for  computation  of  unit  costs; 

(2)  Reasons  for  slippage  in  those  cases 
where  established  goals  were  not  met; 

(3)  Other  pertinent  information  in¬ 
cluding,  when  appropriate,  analysis  and 
explanation  of  cost  overruns  or  high  unit 
costs. 

(b)  Where  the  Director  determines 
that  performance  information  sufficient 
to  meet  the  Institute’s  programmatic 
needs  will  be  available  from  continuation 
or  renewal  applications,  the  Director 
will  require  the  grantee  to  submit  a  per¬ 
formance  report  only  with  the  final 
financial  report. 

(c)  Except  as  provided  in  paragraph 
(b)  of  this  section,  grantees  shall  sub¬ 
mit  a  performance  report  with  each 
financial  report  in  the  frequency  estab¬ 
lished  by  the  Director.  The  Director  will 
prescribe  the  frequency  with  which  per¬ 
formance  reports  will  be  submitted  with 
the  Request  for  Advance  or  Reimburse¬ 
ment  when  that  form  is  used  in  lieu  of 
the  Financial  Status  Report;  in  such 
cases,  performance  reports  will  be  re¬ 
quired  not  more  frequently  than  quar¬ 
terly,  or  less  frequently  than  annually. 

§  1412.4  Performance  reports  for  con¬ 
struction  grants. 

In  general,  the  Director  will  rely 
heavily  on  onsite  technical  Inspection 


and  certified  percentage-of -completion 
data  to  keep  him/herself  informed  as  to 
progress  under  construction  grants. 
Therefore,  formal  performance  reports 
from  grantees  to  supplement  those 
sources  of  information  will  be  required 
only  if  deemed  necessary  by  the  Director, 
and  in  no  case  more  frequently  titan 
quarterly. 

§  1412.6  Significant  developments  be¬ 
tween  scheduled  reporting  dates. 

Between  the  required  performance  re¬ 
porting  dates,  events  may  occur  which 
have  significant  impact  upon  the  project 
or  programs.  In  such  cases,  the  grantee 
shall  inform  the  Director  as  soon  as  the 
following  types  of  conditions  become 
known; 

(a)  Problems,  delays,  or  adverse  con¬ 
ditions  which  will  materially  affect  the 
ability  to  attain  program  objectives,  pre¬ 
vent  the  meeting  of  time  schedules  and 
goals,  or  preclude  the  attainment  of  proj¬ 
ect  performance  units  by  established  time 
periods.  This  disclosure  shall  be  accom¬ 
panied  by  a  statement  of  the  action 
taken,  or  contemplated,  and  any  Fed¬ 
eral  assistance  needed  to  resolve  the 
situation. 

(b)  Favorable  developments  or  events 
which  enable  meeting  time  schedules  and 
goals  sooner  than  anticipated  or  produc¬ 
ing  more  performance  units  than  orig¬ 
inally  projected. 

§  1412.8  Budget  revision. 

If  any  performance  review  conducted 
by  the  grantee  discloses  the  need  for 
change  in  the  budget  estimates  in  ac¬ 
cordance  with  criteria  established,  the 
grantee  sliall  submit  a  request  for  budget 
revision  in  accordance  with  $  1405.4  of 
this  subchapter. 

§  1412.10  Site  visits. 

The  grantee  shall  cooperate  in  site 
visits  by  representatives  of  the  Institute 
to: 

(a)  Review  program  accomplishments 
and  management  control  systems. 

<b)  Provide  such  technical  assistance 
as  may  be  required. 

PART  1414 — PROCUREMENT 
STANDARDS  FOR  GRANTEES 

Sec. 

1414.1  General  standards  for  procurement. 

1414.4  Code  of  conduct. 

1414.5  Free  competition. 

1414.6  Procedural  requirements. 

1414.7  Negotiated  procurement. 

1414.10  Contractor  responsibility. 

1414.11  Records. 

1414.12  Contract  administration  system. 
1414.15  Contract  provisions. 

'1414.16  Procurement  of  construction. 

Authority  :  See.  405  erf  the  General  Educa¬ 
tion  Provisions  Act,  as  added  by  Sec.  301 
(a)(2)  of  Public  Law  92-318,  86  Stat.  328 
(20  U.S.C.  1221e);  OMB  Circular  A-102,  At¬ 
tachment  O,  unless  otherwise  noted. 

§1414.1  Genera!  standards  for  procure¬ 
ment. 

(a)  Each  project  application  shall  pro¬ 
vide  that  the  activities  and  services  for 
which  Federal  financial  assistance  is 
sought  will  be  administered  by,  or  under 
the  supervision  of,  the  applicant. 


(b)  The  grantee  shall  not  transfer  to 
others,  responsibility,  in  whole  or  in  part, 
for  the  use  of  Federal  funds  for  the  con¬ 
duct  of  project  activities,  but  may  enter 
into  contracts  or  arrangements  with 
others  for  carrying  out  a  portion  of  any 
such  activities  in  accordance  with  the 
provisions  of  this  part. 

(c)  This  part  provides  standards  for 
use  by  grantees  in  establishing  proce¬ 
dures  for  the  procurement  of  supplies, 
equipment,  construction,  and  other  serv¬ 
ices  with  Federal  grant  funds.  These 
standards  are  furnished  to  insure  that 
such  materials  and  services  are  obtained 
in  an  effective  manner  and  in  compli¬ 
ance  with  the  provisions  of  applicable 
Federal  law  and  Executive  orders. 

<d)  The  standards  contained  in  this 
part  do  not  relieve  the  grantee  of  the 
responsibilities  arising  under  its  con¬ 
tracts.  The  grantee  is  the  responsible 
authority  regarding  the  settlement  and 
satisfaction  of  all  contractual  and  ad¬ 
ministrative  Issues  arising  out  of  pro¬ 
curements  entered  into,  in  support  of  a 
grant.  This  includes  but  is  not  limited 
to:  Disputes,  claims,  protests  of  award, 
source  evaluation,  or  other  matters  of 
a  contractual  nature.  Matters  concern¬ 
ing  violation  of  law  are  to  be  referred  to 
such  local,  State,  or  Federal  authority 
as  may  have  proper  jurisdiction. 

(e)  Grantees  may  use  their  own  pro¬ 
curement  regulations  which  reflect  ap¬ 
plicable  State  and  local  law,  rules,  and 
regulations  provided  that  procurements 
made  with  Federal  grant  funds  adhere 
to  the  standards  set  forth  in  this  part. 

§  1414.4  Code  of  conduct. 

Hie  grantee  shall  maintain  a  code  or 
standards  of  conduct  which  shall  govern 
the  performance  of  its  officers,  board 
members,  employees,  or  agents  in  con¬ 
tracting  with  and  expending  Federal 
grant  funds.  The  grantee’s  officers,  em¬ 
ployees,  or  agents  shall  neither  solicit 
nor  accept  gratuities,  favors,  or  anything 
of  monetary  value  from  contractors  or 
potential  contractors.  To  the  extent  per¬ 
missible  by  State  or  local  law,  rules,  or 
regulations,  or  if  the  grantee  is  not  a 
State  or  local  government  to  the  extent 
that  the  grantee  determines  that  it  has 
the  legal  and  practical  capacity  for  en¬ 
forcement,  such  standards  shall  provide 
for  penalties,  sanctions,  or  other  dis¬ 
ciplinary  actions  to  be  applied  for  vio¬ 
lations  of  such  standards  by  either  the 
grantee  officers,  employees,  or  agents, 
or  by  contractors  or  their  agents. 

§  1414.5  Free  competition. 

The  grantee’s  procurement  system 

shall  provide  for  competition  in  select¬ 
ing  contractors  (including  suppliers)  to 
the  maximum  practical  extent  consistent 
with  the  objectives  and  needs  of  its  Fed¬ 
erally  assisted  activities.  The  grantee 
should  be  alert  to  organizational  conflicts 
of  interest  or  noncompetitive  practices 
among  contractors  which  may  restrict  or 
eliminate  competition  or  otherwise  re¬ 
strain  trade. 

§  1414.6  Procedural  requirement*. 

The  grantee  shall  establish  procure¬ 
ment  procedures  which  provide  for,  as 
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a  minimum,  the  following  procedural  re¬ 
quirements:  (a)  Proposed  procurement 
actions  shall  be  reviewed  by  appropriate 
officials  of  the  grantee  to  avoid  purchas¬ 
ing  unnecessary  or  duplicative  items. 
Where  appropriate,  an  analysis  shall  be 
made  of  lease  and  purchase  alternatives 
to  determine  which  would  be  the  most 
economical,  practical  procurement. 

(b)  Invitations  for  bids  or  requests  for 
proposals  shall  be  based  upon  a  clear 
and  accurate  description  of  the  tech¬ 
nical  requirements  for  the  material, 
product,  or  service  to  be  procured.  Such 
description  shall  not,  in  competitive  pro¬ 
curements,  contain  features  which  un¬ 
duly  restrict  competition.  “Brand  name 
or  equal”  description  may  be  used  as  a 
means  to  define  the  performance  or  other 
salient  requirements  of  a  procurement, 
and  when  so  used,  the  specific  features 
of  the  named  brand  which  must  be  met 
by  offerors  should  be  clearly  specified. 

(c)  Positive  efforts  shall  be  made  by 
the  grantees  to  utilize  small  business  and 
minority-owned  business  sources  of  sup¬ 
plies  and  services.  Such  efforts  should 
allow  these  sources  the  maximum  feasi¬ 
ble  opportunity  to  compete  for  contracts 
to  be  performed  utilizing  Federal  grant 
funds. 

<d)  The  type  of  procuring  instruments 
used  (i.e.,  fixed  price  contracts,  cost  re¬ 
imbursable  contracts,  purchase  orders, 
incentive  contracts,  etc.) ,  shall  be  appro¬ 
priate  for  the  particular  procurement 
and  for  promoting  the  purposes  of  this 
subchapter.  The  “cost-plus-a-percent- 
age-of-cost”  method  of  contracting  shall 
not  be  used. 

(e)  If  the  grantee  is  a  State  or  local 
government,  formal  advertising,  with 
adequate  purchase  description,  sealed 
bids,  and  public  openings  shall  be  the 
required  method  of  procurement  unless 
negotiation  pursuant  to  §  1414.7  is  nec¬ 
essary  to  accomplish  sound  procurement. 
However,  procurements  of  $2,500  or  less 
need  not  be  so  advertised  unless  other¬ 
wise  required  by  State  or  local  law  or 
regulations. 

(1)  Where  such  advertised  bids  are 
obtained,  the  awards  shall  be  made  to 
the  responsible  bidder  whose  bid  is  re¬ 
sponsive  to  the  invitation  and  is  most 
advantageous  to  the  State  or  local  gov¬ 
ernment,  price  and  other  factors  con¬ 
sidered.  Factors  such  as  discounts,  trans¬ 
portation  costs,  and  taxes  may  be  con¬ 
sidered  in  determining  the  lowest  bid. 

(2)  Invitations  for  bids  shall  clearly 
set  forth  all  requirements  which  the  bid¬ 
der  must  fulfill  in  order  for  his  bid  to  be 
evaluated  by  the  State  or  local  govern¬ 
ment. 

(3)  Any  or  all  bids  may  be  rejected 
when  it  is  in  the  State  or  local  govern¬ 
ment’s  interest  to  do  so,  and  such  rejec¬ 
tions  are  in  accordance  with  applicable 
State  and  local  law,  rules,  and  regula¬ 
tions. 

§  1414.7  Negotiated  procurement. 

(a)  Procurements  may  be  negotiated 
by  State  or  local  government  grantees 
if  it  is  impracticable  and  unfeasible  to 
use  formal  advertising.  Generally,  pro¬ 
curements  may  be  negotiated  by  the 


grantee  if  one  or  more  of  the  following 
conditions  prevail: 

(1)  The  public  exigency  will  not  per¬ 
mit  the  delay  incident  to  advertising; 

(2)  The  material  or  service  to  be  pro¬ 
cured  is  available  from  only  one  person 
or  firm;  all  contemplated  sole  source 
procurements  where  the  aggregate  ex¬ 
penditure  is  expected  to  exceed  $5,000 
shall  be  referred  to  the  Director  for  prior 
approval; 

(3)  The  aggregate  amount  involved 
does  not  exceed  $2,500; 

(4)  The  contract  is  for  personal  or 
professional  services,  or  for  any  service 
to  be  rendered  by  university,  college,  or 
other  educational  institutions,  subject  to 
the  requirements  of  §§  1414.1(a)  and 
(b)  and  1410.7  of  this  subchapter. 

(5)  The  material  or  services  are  to  be 
procured  and  used  outside  the  limits  of 
the  United  States  and  its  possessions; 

(6)  No  acceptable  bids  have  been  re¬ 
ceived  after  formal  advertising; 

(7)  For  materials  or  services  where  the 
prices  are  established  by  law; 

(8)  For  experimental,  developmental 
or  research  work; 

(9)  Otherwise  authorized  by  law,  rules, 
or  regulations. 

(b)  Notwithstanding  the  existence  of 
circumstances  justifying  negotiation, 
competition  shall  be  obtained  to  the 
maximum  extent  practicable. 

§  1414.10  Contractor  responsibility. 

Contracts  shall  be  made  only  with  re¬ 
sponsible  contractors  who  possess  the 
potential  ability  to  perform  successfully 
under  the  terms  and  conditions  of  a  pro¬ 
posed  procurement.  Considerations  shall 
be  given  to  such  matters  as  contractor 
integrity,  record  of  past  performance,  fi¬ 
nancial  and  technical  resources,  or  ac¬ 
cessibility  to  other  necessary  resources. 

§  1414.11  Records  for  negotiated  pro¬ 
curements  by  State  or  local  govern¬ 
ments. 

Procurement  records  or  files  of  State 
or  local  government  grantees  for  nego¬ 
tiated  purchases  in  amounts  in  excess  of 
$2,500  shall  provide  at  least  the  follow¬ 
ing  pertinent  information:  Justification 
for  the  use  of  negotiation  in  lieu  of  ad¬ 
vertising,  contractor  selection,  and  the 
basis  for  the  cost  or  price  negotiated. 
Justification  for  the  use  of  negotiation 
in  lieu  of  advertising  may  be  provided  on 
a  class  basis  or  on  an  individual  contract 
basis. 

§  1414.12  Contract  administration  sys¬ 
tem. 

A  system  for  contract  administration 
shall  be  maintained  by  the  grantee  to  as¬ 
sure  contractor  conformance  with  terms, 
conditions,  and  specifications  of  the  con¬ 
tract  or  order,  and  to  assure  adequate 
and  timely  followup  of  all  purchases. 

§1414.15  Contract  provisions. 

The  grantee  shall  include,  in  addition 
to  provisions  to  define  a  sound  and  com¬ 
plete  agreement,  the  following  provi¬ 
sions  in  all  contracts  which  it  awards 
where  the  contract  costs  are  to  be  borne 
as  a  direct  charge  in  whole  or  in  part 
by  Federal  funds: 


(a)  Contracts  awarded  by  State  or 
local  government  grantees  shall  contain 
such  contractual  provisions  or  conditions 
which  will  allow  for  administrative,  con¬ 
tractual,  or  legal  remedies  in  Instances 
where  contractors  violate  or  breach  con¬ 
tracts  terms,  and  provide  for  such  sanc¬ 
tions  and  penalties  as  may  be  appro¬ 
priate. 

(b)  All  contracts  awarded  by  State  or 
local  government  grantees,  amounts  for 
which  are  in  excess  of  $2,500,  shall  con¬ 
tain  suitable  provisions  for  termination 
by  the  grantee  including  the  manner  by 
which  it  will  be  effected  and  the  basis 
for  settlement.  In  addition,  such  con¬ 
tracts  shall  describe  conditions  under 
which  the  contract  may  be  terminated 
for  default  as  well  as  conditions  where 
the  contract  may  be  terminated  because 
of  circumstances  beyond  the  control  of 
the  contractor. 

(c)  (1)  All  research  or  development 
contracts  or  agreements  shall  contain  a 
notice  to  the  effect  that  matters  regard¬ 
ing  rights  to  inventions,  and  materials 
generated  under  the  contract  or  agree¬ 
ment  are  subject  to  §  1415.15  and 
§1415.17  of  this  subchapter  and  any  reg¬ 
ulations  issued  by  the  grantee.  Detailed 
copyright  provisions  covering  project 
grants  of  the  Institute  will  be  issued  as 
a  separate  regulation. 

(2)  The  grantee  shall  assure  that  the 
performer  of  the  research  or  develop¬ 
ment  work  either  is  given  all  necessary 
information  regarding  these  matters,  or 
is  advised  as  to  the  source  of  such  infor¬ 
mation.  This  subparagraph  shall  also 
apply  to  nonresearch  and  nondevelop¬ 
ment  awards  in  fields  of  science  or  tech¬ 
nology  in  which  there  has  been  little 
significant  experience  outside  of  work 
funded  by  the  Federal  Government. 

(d)  All  negotiated  contracts  except 
those  of  $2,500  or  less  awarded  by 
grantees  shall  include  provisions  giving 
access  to,  and  requiring  retention  of,  the 
contractor’s  records  in  accordance  with 
§  1410.10  of  this  subchapter. 

(e)  Contracts  of  amounts  in  excess  of 
$100,000  shall  contain  a  provision  which 
requires  compliance  with  all  applicable 
standards,  orders,  or  regulations  issued 
pursuant  to  the  Clean  Air  Act  of  1970,  as 
amended  (42  U.S.C.  1857b  et  seq.) .  Sus¬ 
pected  violations  shall  be  reported  by 
the  grantee  in  writing  to  the  Institute 
and  the  regional  office  of  the  United 
States  Environmental  Protection  Agency. 

§  1414.16  Procurement  of  construction. 

All  construction  contracts  are  subject 
to  the  provisions  of  Part  1422  of  this 
subchapter. 


PART  1415— PROPERTY  MANAGEMENT 
REQUIREMENTS 
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1415.2 
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1415.17  Patents  and  inventions. 

1415.19  Determining  percentage  -of  partici¬ 
pation. 

Authority:  Section  405  of  the  General 
Eduoation  Provisions  Act  as  added  by  sec¬ 
tion  301(a)  (2)  of  Public  Law  92-318,  86  Stat. 
328  (20  UJS.C.  1221e) ;  OMB  Circular  A-102, 
Attachment  N. 

§  1415.1  Scope  of  part. 

This  part  prescribes  policies  and  pro¬ 
cedures  governing  title,  use,  and  dispo¬ 
sition  of  real  and  tangible  personal  prop¬ 
erty  whose  acquisition  cost  was  borne  in 
whole  or  in  part  as  a  direct  charge  by 
Federal  grants  and  ownership  and  rights 
for  intangible  personal  property  devel¬ 
oped  under  Federal  grants. 

§  1415.2  General. 

Grantees  may  follow  their  own  prop¬ 
erty  management  policies  and  proce¬ 
dures,  provided  they  observe  the  require¬ 
ments  of  this  part. 

§  1415.3  Definitions. 

As  used  in  this  part: 

“Acquisition”  of  property  includes 
purchase,  construction,  or  fabrication  of 
property. 

“Acquisition  cost”  of  nonexpendable 
personal  property  acquired  by  purchase 
means  the  net  invoice  price  of  the  prop¬ 
erty,  including  any  attachments,  acces¬ 
sories,  or  auxiliary  apparatus  necessary 
to  make  the  property  usable  for  the  pur¬ 
pose  for  which  it  was  acquired.  Ancil¬ 
lary  charges  such  as  taxes,  duty,  protec¬ 
tive  intransit  insurance,  freight,  or 
Installation  shall  be  included  in  or  ex¬ 
cluded  from  acquisition  cost  in  accord¬ 
ance  with  the  grantee’s  regular  account¬ 
ing  practices. 

“Real  property,”  means  land,  land  im¬ 
provements,  structures  and  appurte¬ 
nances  thereto,  excluding  movable  ma¬ 
chinery  and  equipment. 

§  1415.5  Real  properly. 

Title  to  real  property  whose  acquisi¬ 
tion  cost  was  borne  in  whole  or  in  part 
by  Federal  funds  shall  vest  in  the  grantee 
upon  acqusition.  In  the  absence  of  ap¬ 
plicable  statutory  provisions  governing 
the  use  or  disposition  of  such  property,  it 
shall  be  subject  to  the  following  require¬ 
ments,  in  addition  to  any  other  require¬ 
ments  imposed  by  the  terms  and  condi¬ 
tions  of  the  grant. 

(a)  The  grantee  shall  use  the  real 
property  for  the  purposes  authorized  by 
the  original  grant  as  long  as  needed. 

(b)  The  Director  may  authorize  the 
grantee  to  use  the  property  for  the  fol¬ 
lowing  (but  no  other)  purposes  when 
the  grantee  determines  that  the  property 
is  no  longer  needed  for  the  originally  au¬ 
thorized  purposes : 

(1)  Activities  sponsored  by  other  Fed¬ 
eral  awards  (regardless  of  which  Federal 
agency  makes  the  other  awards) ,  or 

(2)  Activities  not  sponsored  by  other 
Federal  awards,  but  which,  nevertheless, 
have  purposes  consistent  with  those  of 
the  legislation  under  which  the  original 
award  was  made. 

(c)  (1)  When  no  longer  used  in  accord¬ 
ance  with  paragraphs  (a)  and  (b)  of  this 
section,  the  grantee  shall  return  to  the 


control  of  the  Director  all  real  property 
whose  acquisition  cost  was  borne  wholly 
by  Federal  funds.  If  the  acquisition  cost 
of  the  property  was  borne  partly  by  Fed¬ 
eral  funds,  the  grantee  may  be  relieved 
of  accountability  to  the  Federal  Govern¬ 
ment  with  respect  to  the  Federal  interest 
in  the  property  by  compensating  the 
Federal  Government  for  its  fair  share 
of  the  current  value  of  the  property,  or 
if  the  grantee  no  longer  needs  the  prop¬ 
erty,  by  selling  it  and  compensating  the 
Federal  Government  for  its  fair  share  of 
the  sales  proceeds. 

(2)  The  amount  of  compensation  to 
the  Federal  Government  under  subpara¬ 
graph  (1)  of  this  paragraph  shall  be 
computed  by  applying  the  percentage  of 
Federal  participation  in  the  cost  of  the 
project  for  which  the  property  was  ac¬ 
quired  to  the  property’s  current  fair 
market  value  (if  the  recipient  retains  the 
property)  or  to  the  proceeds  from  sale 
(if  the  recipient  sells  the  property).  In 
most  cases,  the  real  property  will  have 
been  acquired  under  an  award  whose 
purpose  was  to  assist  the  recipient  in  ac¬ 
quiring  the  property  (e.g.,  a  construction 
grant) .  In  such  cases,  the  “total  cost  of 
the  project  for  which  the  property  was 
acquired”  will  ordinarily  be  the  same  as 
the  acquisition  cost  of  the  property. 

§  1415.7  Nonexpendable  personal  prop¬ 
erly. 

(a)  Title.  When  nonexpendable  per¬ 
sonal  property  is  acquired  by  a  grantee 
wholly  or  in  part  with  Federal  funds, 
title  shall  be  vested  in  the  grantee  sub¬ 
ject  to  requirements  respecting  (1)  use 
and  disposition  of  the  property  set  forth 
in  paragraphs  (b)  and  (c),  and  (2)  man¬ 
agement  of  the  property  set  forth  in 
§  1415.11  of  this  part. 

(b)  Use.  (1)  The  grantee  shall  retain 
such  property  in  the  grant  project  as  long 
as  there  is  a  need  for  such  property  to 
accomplish  the  purpose  of  the  project, 
whether  or  not  the  project  continues  to 
be  supported  by  Federal  funds. 

(2)  When  there  is  no  longer  a  need  for 
such  property  to  accomplish  the  purpose 
of  the  project,  the  grantee  shall  use  the 
property  in  connection  with  other  Fed¬ 
eral  awards  it  has  received  in  the  fol¬ 
lowing  order  of  priority: 

(i)  Other  awards  under  Federal  pro¬ 
grams  administered  by  the  Director 
needing  the  property; 

(ii)  Awards  of  other  Federal  agencies 
needing  the  property. 

(3)  When  the  grantee  no  longer  has 
need  for  such  property  in  any  of  its 
federally  financed  projects,  the  property 
may  be  used  for  the  grantee’s  own  official 
activities  in  accordance  with  the  follow¬ 
ing  standards: 

(i)  If  the  property  had  an  acquisition 
cost  of  less  than  $500  per  unit  and  has 
been  used  4  years  or  more,  the  grantee 
may  use  the  property  without  reimburse¬ 
ment  to  the  Federal  Government  or  sell 
the  property  and  retain  the  proceeds; 

(ii)  For  all  such  property  not  covered 
under  paragraph  (b)  (3)  (i)  of  this  sec¬ 
tion,  the  grantee  may  retain  the  property 
for  its  own  use  provided  that  a  fair  com¬ 
pensation  is  made  to  the  Federal  Govern¬ 
ment  for  the  Federal  share  of  the  prop¬ 


erty.  The  amount  of  such  compensation 
shall  be  computed  by  applying  the  per¬ 
centage  of  Federal  participation  in  the 
project  to  the  current  fair  market  value 
of  the  property. 

(c)  Disposition.  It  the  grantee  has  no 
need  for  the  property,  disposition  of  the 
property  shall  be  made  as  follows: 

(1)  If  the  property  had  an  acquisition 
cost  of  $1,000  or  less  per  unit  (except  for 
property  covered  under  paragraph 
(b)  (3)  (i)  of  this  section),  the  grantee 
shall  sell  the  property  and  reimburse  the 
Federal  Government  in  accordance  with 
paragraph  (b)  (2)  (iii)  of  this  section. 

(2)  If  the  property  had  an  acquisition 

cost  of  over  $1,000  per  unit,  the  grantee 
shall  request  disposition  instructions 
from  the  Director.  The  Director  will  issue 
instructions  to  the  grantee  within  120 
days  following  the  receipt  of  such  re¬ 
quest  and  the  following  procedures  shall 
govern:  » 

(i)  If  the  grantee  is  instructed  to  ship 
the  property  elsewhere,  the  grantee  will 
be  reimbursed  by  the  Federal  Govern¬ 
ment  with  an  amount  which  is  computed 
by  applying  the  percentage  of  the 
grantee’s  participation  in  the  project  to 
the  current  fair  market  value  of  the 
property,  plus  any  shipping  or  interim 
storage  costs  incurred. 

(ii)  If  the  grantee  is  instructed  to 
otherwise  dispose  of  the  property,  the 
grantee  will  be  reimbursed  by  the  Fed¬ 
eral  Government  for  the  costs  incurred 
in  such  disposition. 

(iii)  If  disposition  or  other  instruc¬ 
tions  are  not  issued  within  the  120 -day 
periqd  specified  in  this  subparagraph  (2) , 
the  grantee  shall  sell  the  property  and 
reimburse  the  Federal  Government  with 
an  amount  which  is  computed  by  apply¬ 
ing  the  percentage  of  Federal  participa¬ 
tion  in  the  project  to  the  sales  proceeds. 
The  grantee  may  retain  $100  or  10  per¬ 
cent  of  the  proceeds,  whichever  is 
greater,  for  the  grantee’s  selling  and 
handling  expenses. 

§  1415.9  Special  property. 

Where  the  Director  determines  that 
nonexpendable  personal  property  with  an 
acquisition  cost  of  $1,000  or  more  and 
financed  solely  with  Federal  funds  is 
unique,  difficult,  or  costly  to  replace,  he/ 
she  may  reserve  the  right  to  require 
the  grantee  to  transfer  title  to  such 
property  to  the  Federal  Government  or 
to  a  third  party  named  by  the  Director, 
subject  to  the  following  provisions: 

(a)  The  right  to  require  the  transfer 
of  title  may  be  reserved  only  by  means  of 
an  express  special  condition  in  the  grant, 
or  if  approval  for  the  acquisition  of  the 
property  is  given  after  the  grant  is 
awarded,  by  means  of  a  written  stipula¬ 
tion  at  the  time  the  approval  is  given. 

(b)  The  property  shall  be  appropri¬ 
ately  identified  in  the  award  or  otherwise 
made  known  to  the  grantee. 

(c)  The  Director  will  not  exercise 
this  right  until  the  grantee  no  longer 
needs  the  property  in  the  project  for 
which  it  was  acquired.  That  need  will 
be  deemed  to  end  on  the  date  of  com¬ 
pletion  or  termination  of  the  grant 
unless  the  grantee  continues  to  con¬ 
duct  the  project  after  that  date  and 
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demonstrates  to  the  Director  a  con¬ 
tinued  need  for  the  property  in  the 
project. 

(d)  The  Director  will  issue  disposition 
instructions  within  120  days  after  com¬ 
pletion  of  the  need  for  the  property 
under  the  project  for  which  it  was  ac¬ 
quired.  If  instructions  are  not  issued 
within  such  120-day  period,  the  grantee 
shall  apply  the  applicable  standards, 
contained  in  81415.7(b)  (1),  (2),  (3), 
and  (c)(2). 

(e)  The  grantee  shall  be  entitled  to 
reimbursement  for  any  shipping  and  in¬ 
terim  storage  costs  it  incurs  pursuant 
to  the  Director’s  disposition  instructions. 

§  1415.11  Property  management  stand¬ 
ards. 

Grantees’  property  management 
standards  for  non-expendable  personal 
property  shall  also  include  the  following 
procedural  requirements:  (a)  Property 
records  shall  be  maintained  accurately 
and  provide  for: 

( 1 )  A  description  of  the  property ; 

(2)  Manufacturer’s  serial  number  or 
other  identification  number; 

(3)  Acquisition  date  and  cost; 

(4)  Source  of  the  property; 

(5)  Percentage  of  Federal  funds  used 
in  the  purchase  of  the  property; 

(6)  Location,  use,  and  condition  of  the 
property;  and 

(7)  Ultimate  disposition  data  includ¬ 
ing  sales  price  or  the  method  used  to  de¬ 
termine  current  fair  market  value  if  the 
grantee  reimburses  the  Federal  Govern¬ 
ment  for  the  Federal  share. 

(b)  A  physical  inventory  of  property 
shall  be  taken  and  the  results  reconciled 
with  the  property  records  at  least  once 
every  2  years  to  verify  the  existence,  cur¬ 
rent  utilization,  and  continued  need  for 
the  property. 

(c)  A  control  system  shall  be  in  effect 
to  insure  adequate  safeguards  to  pre¬ 
vent  loss,  damage,  or  theft  of  the  prop¬ 
erty.  Any  loss,  damage,  or  theft  of  non¬ 
expendable  property  shall  be  investigated 
and  fully  documented.  The  grantee  shall 
be  responsible  for  replacing  or  repairing, 
with  funds  of  such  grantee,  property 
which  is  lost,  damaged,  or  destroyed  due 
to  the  negligence  of  the  grantee. 

(d)  Adequate  maintenance  procedures 
shall  be  implemented  to  keep  the  prop¬ 
erty  in  good  condition. 

(e)  Proper  sales  procedures  shall  be 
established  for  unneeded  property  which 
would  provide  for  competition  to  the  ex¬ 
tent  practicable  and  result  in  the  highest 
possible  return. 

§  1415.13  Expendable  personal  prop¬ 
erty. 

(a)  Consumable  materials  and  sup¬ 
plies.  The  cost  principles  prescribed  by 
Subpart  C  of  Part  1405  of  this  subchap¬ 
ter  provide,  in  effect,  that  the  cost  of 
consumable  supplies  or  materials  is  al¬ 
lowable  only  to  the  extent  that  the  sup¬ 
plies  or  materials  are  reasonably  neces¬ 
sary  to  carry  out  the  grant-supported 
project  or  program.  Amounts  in  excess 
of  need  are  therefore  not  allowable  costs. 

(b)  Other  expendable  personal  prop¬ 
erty.  In  many  cases,  items  of  expendable 
personal  property  (other  than  consum¬ 


able  supplies  or  materials)  whose  acqui¬ 
sition  cost  was  borne  in  whole  or  in  part 
by  a  grant  have  a  useful  life  longer  than 
the  period  of  need  on  the  project  or  pro¬ 
gram  for  which.they  were  required.  The 
grantee  may  at  its  option  either  retain 
or  sell  such  items  when  no  longer  needed 
for  any  federally  sponsored  activity  (in¬ 
cluding  activities  sponsored  by  other 
Federal  agencies).  However,  compensa¬ 
tion  to  the  Federal  Government  shall  be 
required  if  the  aggregate  fair  market 
value  of  all  such  items  acquired  under 
the  same  grant  exceeds  $500  when  no 
longer  needed  for  any  federally  spon¬ 
sored  activity.  The  amount  of  compensa¬ 
tion  shall  be  computed  by  applying  the 
percentage  of  Federal  participation  in 
the  cost  of  the  original  project  to  the 
current  fair  market  value  of  items  re¬ 
tained,  and  to  the  sales  proceeds  of  items 
sold. 

§  1415.14  Publications. 

Any  publication  or  presentation  result¬ 
ing  from  or  primarily  related  to  Federal 
financial  assistance  shall  contain  the  fol¬ 
lowing  acknowledgment: 

The  activity  which  is  the  subject  of 
this  report  was  supported  in  whole  or 
in  part  by  the  National  Institute  of  Edu¬ 
cation,  Department  of  Health,  Educa¬ 
tion,  and  Welfare.  However,  the  opinions 
expressed  herein  do  not  necessarily  re¬ 
flect  the  position  or  policy  of  the  National 
Institute  of  Education,  and  no  official 
endorsement  by  the  National  Institute 
of  Education  should  be  inferred. 

§  1415.15  Copyright. 

(a)  Where  a  project  under  a  grant  to 
a  State  or  local  government  results  in  a 
book  or  other  copyrightable  material, 
the  author  or  State  or  local  government 
grantee  is  free  to  copyright  the  work,  but 
the  Director  reserves  a  royalty-free,  non¬ 
exclusive  and  irrevocable  license  to  re¬ 
produce,  publish,  or  otherwise  use,  and 
to  authorize  others  to  use  the  work  for 
Government  purposes. 

(b)  Copyright  of  any  material  pro¬ 
duced  or  developed  by  a  grantee  other 
than  a  State  or  local  government  with 
the  assistance  of  funds  under  this  sub¬ 
chapter  shall  be  claimed  only  (1)  with 
the  express  written  authorization  of  the 
Director  and  (2)  according  to  such  terms 
and  conditions  as  the  Director  may 
require. 

§  1415.17  Patents  and  inventions. 

(a)  All  inventions  conceived  or  first 
actually  reduced  to  practice  in  the  course 
of  or  under  a  grant  are  subject  to  Parts  6 
and  8  of  this  title.  Each  invention  shall 
be  promptly  and  fully  reported  to  the 
Assistant  Secretary  for  Health,  Depart¬ 
ment  of  Health,  Education,  and  Welfare. 

(b)  Determination  as  to  ownership 
and  disposition  of  rights  to  those  inven¬ 
tions,  including  whether  a  patent  appli¬ 
cation  shall  be  filed,  and,  if  so,  the 
manner  of  obtaining,  administering,  and 
disposing  of  rights  under  any  patent  ap¬ 
plication  or  patent  which  may  be  Issued 
shall  be  made  either: 

(1)  By  the  Assistant  Secretary  for 
Health,  Department  of  Health,  Educa¬ 
tion,  and  Welfare,  or 


(2)  Where  the  grantee  has  a  sepa¬ 
rate  formal  institutional  patent  agree¬ 
ment  with  the  Department,  by  the 
grantee  in  accordance  with  that 
agreement. 

§  1415.19  Determining  percentage  of 
participation. 

(a)  Various  provisions  in  this  subpart 
require  a  determination  of  the  percent¬ 
age  of, Federal  (or  grantee)  participa¬ 
tion  in  the  cost  of  the  project  or  program 
in  order  to  compute  the  amount  of  com¬ 
pensation  for  the  value,  or  proceeds  from 
sale  of  property.  In  determining  the  ap¬ 
plicable  percentage,  there  shall  first  be 
deducted  from  the  allowable  costs 
incurred  during  the  period  for  obliga¬ 
tion,  any  royalties  or  other  income  (not 
including  interest  income  or  proceeds 
from  sale  of  property)  earned  by  the 
federally-supported  project  or  program 
during  the  period  for  obligation. 

(b)  The  deduction  of  income  required 
by  paragraph  (a)  of  this  section  is  inde¬ 
pendent  of,  and  is  not  intended  to  con¬ 
trol,  the  disposition  of  such  income 
pursuant  to  Part  1409  of  this  subchapter. 


PART  1417— FINANCIAL  MANAGEMENT 
SYSTEMS 

Sec. 

1417.1  Scope  of  part. 

1417.3  Standards. 

AuTHoarrr :  Section  405  of  the  General 
Education  Provisions  Act,  as  added  by  sec¬ 
tion  301(a)  (2)  of  Public  Law  92-318,  86  Stat. 
328  (20  U.S.C.  1221e);  OMB  Circular  A-102, 
Attachment  G. 

§  1417.3  Standards  for  grantee  finan- 

This  part  prescribes  standards  for 
grantee  financial  management  systems. 

§  1417.3  Standards  for  grantee  finan¬ 
cial  management  systems. 

Grantee  financial  management  sys¬ 
tems  shall  provide  for: 

(a)  Accurate,  current,  and  complete 
disclosure  of  the  financial  results  of  each 
grant  in  accordance  with  Part  1419  of 
this  subchapter.  Except  when  specifically 
required  by  law,  the  Director  will  not  re¬ 
quire  financial  reporting  on  the  accrual 
basis  from  organizations  whose  records 
are  not  maintained  on  that  basis.  How¬ 
ever,  when  accrual  reporting  is  required 
by  law,  organizations  whose  records  are 
not  maintained  on  that  basis  will  not  be 
required  to  convert  their  accounting  sys¬ 
tems  to  the  accrual  basis;  they  may  de¬ 
velop  the  accrual  information  through 
an  analysis  of  the  documentation  mi  hand 
or  mi  the  basis  of  best  estimates. 

(b)  Records  which  identify  adequately 
the  source  and  application  of  funds  for 
grant-supported  activities.  These  rec¬ 
ords  shall  contain  information  pertain¬ 
ing  to  grant  awards  and  authorizations, 
obligations,  unobligated  balances,  assets, 
liabilities,  outlays,  and  income. 

(c)  Effective  control  over  and  account¬ 
ability  for  all  funds,  property,  and  other 
assets.  Grantees  shall  adequately  safe¬ 
guard  all  such  assets  and  shall  assure 
that  they  are  used  solely  for  authorized 
purposes. 

(d)  Comparison  of  actual  with  budg¬ 
eted  amounts  for  each  grant.  Also,  rela- 
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tion  of  financial  information  with  per¬ 
formance  or  productivity  data,  including 
the  production  of  unit  cost  information 
whenever  appropriate  and  required  by 
the  performance  reporting  requirements 
of  the  grant. 

(e)  Procedures  to  minimize  the  time 
elapsing  between  the  transfer  of  funds 
from  the  U.S.  Treasury  and  the  disburse¬ 
ment  by  the  grantee,  whenever  funds 
are  advanced  by  the  Federal  Govern¬ 
ment.  When  advances  are  made  by  a 
letter-of-credit  method,  the  grantee  shall 
make  drawdowns  from  the  U.S.  Treasury 
through  its  commercial  bank  as  close  as 
possible  to  the  time  of  making  the  dis¬ 
bursements. 

(f )  Procedures  for  determining  the  al¬ 
lowability  and  allocability  of  costs  in  ac¬ 
cordance  with  the  applicable  cost 
principles  referenced  in  Subpart  C  of 
Part  1405  of  this  subchapter. 

(g)  Accounting  records  which  are  sup¬ 
ported  by  source  documentation. 

(h)  (1)  If  the  grantee  is  a  State  or 
local  government,  audits  to  be  made  by 
the  grantee  or  at  the  grantee’s  direction 
to  determine,  at  a  minimum,  the  fiscal 
Integrity  of  financial  transactions  and  re¬ 
ports,  and  the  compliance  with  the  terms 
and  conditions  of  the  grant. 

(2)  The  State  or  local  government 
grantee  shall  schedule  such  audits  with 
reasonable  frequency,  usually  annually, 
but  not  less  frequently  than  once  every 
two  years,  considering  the  nature,  size, 
and  complexity  of  the  activity. 

(3)  Copies  of  audit  reports  provided 
for  under  this  paragraph  shall  be  made 
available  to  the  Director  to  assure  that 
proper  use  has  been  made  of  the  funds 
expended.  The  results  of  such  audits  will 
be  used  to  review  the  grantee’s  records 
and  shall  be  made  available  to  Federal 
auditors.  Federal  auditors  shall  be  given 
access  to  such  records  or  other  documents 
as  may  be  necessary  to  review  the  results 
of  such  audits. 

(4)  Grantees  other  than  State  or  local 
governments  are  encouraged,  but  not  re¬ 
quired,  to  meet  the  standards  set  forth 
in  subparagraphs  (1)  through  (3)  of  this 
paragraph. 

(i)  A  systematic  method  to  assure 
timely  and  appropriate  resolution  of 
audit  findings  and  recommendations. 


PART  1419— FINANCIAL  REPORTING 
REQUIREMENTS 

Subpart  A — Requirements  for  State  and  Local 
Government  Grantees 

Sec. 

1419.1  Scope  of  subpart. 

1419.2  Definitions. 

1419.3  Authorized  forms  and  Instructions. 

1419.4  Financial  status  report. 

1419.5  Report  of  Federal  cash  transactions. 

1419.6  Request  for  advance  or  remburse- 

ment. 

1419.7  Outlay  report  and  request  for  reim¬ 

bursement  for  construction  proj¬ 
ects. 

1419.9  Request  for  supplementary  Treasury 
checks. 

Subpart  B — Requirements  for  Grantees  Other 
than  State  and  Local  Governments 

1419.20  Financial  reporting. 

Authoritt:  Section  405  of  the  General  Ed¬ 
ucation  Provisions  Act,  as  added  by  section 


301(a)  (2)  of  Public  Law  92-318,  86  Stat.  328 
20  U.S.C.  1221(e);  OMB  Circular  A-102,  At¬ 
tachment  H,  unless  otherwise  noted. 

Subpart  A — Requirements  for  State  and 
Local  Government  Grantees 

§  1419.1  Scope  of  subpart. 

This  subpart  prescribes  requirements 
for  State  and  local  government  grantees 
to  report  financial  information  to  the 
Director  and  to  request  advances  and 
reimbursement  when  a  letter-of-credit 
method  is  not  used,  and  promulgates 
standard  forms  incident  thereto. 

§  1419.2  Definitions. 

As  used  in  this  subpart  and  in  the 
forms  identified  by  this  subpart: 

“Accrued  expenditures”  are  the 
charges  incurred  by  the  grantee  dur¬ 
ing  a  given  period  requiring  the  pro¬ 
vision  of  funds  for:  (a)  Goods  and  other 
tangible  property  received;  (b)  services 
performed  by  employees,  contractors, 
and  other  payees;  and  (c)  amounts  be¬ 
coming  owed  under  programs  for  which 
no  current  services  or  performance  are 
required. 

“Accrued  income”  is  the  earnings  dur¬ 
ing  a  given  period  which  is  a  source  of 
funds  resulting  from  (a)  services  per¬ 
formed  by  the  grantee,  (b)  goods  and 
other  tangible  property  delivered  to  pur¬ 
chasers,  and  (c)  amounts  becoming  owed 
to  the  grantee  for  which  no  current  serv¬ 
ices  or  performances  are  required  by  the 
grantee. 

“Disbursements”  are  payments  in  cash 
or  by  check. 

“Federal  funds  authorized”  repre¬ 
sents  the  total  amount  of  the  Federal 
funds  authorized  for  obligations  and 
establishes  the  ceiling  for  obligation  of 
Federal  funds.  This  amount  may  include 
any  authorized  carryover  of  unobligated 
funds  from  prior  fiscal  years. 

“In-kind  contributions”  represent  the 
value  of  noncash  contributions  pro¬ 
vided  by  the  grantee  or  third  parties. 
In-kind  contributions  may  consist  of 
charges  for  real  property  and  nonex¬ 
pendable  personal  property,  and  value 
of  goods  and  services  directly  benefiting 
and  specifically  identifiable  to  the  fed¬ 
erally  supported  activity.  Unless  other¬ 
wise  authorized  by  Federal  legislation, 
charges  for  property  purchased  wholly 
with  Federal  funds,  and  charges  based 
on  the  Federal  share  of  the  value  of  prop¬ 
erty  purchased  partly  with  Federal  funds, 
may  not  be  considered  as  the  grantee’s 
in-kind  contributions. 

“Obligations”  are  the  amounts  of  or¬ 
ders  placed,  contracts  awarded,  services 
received,  and  similar  transactions  during 
a  given  period,  which  will  require  pay¬ 
ment  during  the  same  or  a  future  period. 

“Outlays”  represent  charges  made  to 
the  project  or  program.  Outlays  may  be 
reported  on  a  cash  or  accrued  expendi¬ 
ture  basis. 

“Program  income”  represents  earn¬ 
ings  by  the  grantee  realized  from  the 
federally  supported  activities  as  a  result 
of  the  grant.  Such  earnings  exclude 
interest  income  and  may  include,  but 
will  not  be  limited  to,  Income  from 
service  fees,  sale  of  commodities,  usage 


or  rental  fees,  sale  of  assets  purchased 
with  grant  funds,  and  royalties  on  pat¬ 
ents  and  copyrights.  Program  income 
may  be  reported  on  a  cash  or  accrued 
income  basis. 

“Unobligated  balance”  is  the  portion  of 
the  funds  authorized  by  the  Director 
which  has  not  been  obligated  by  the 
grantee  and  is  determined  by  deducting 
the  cummulative  obligations  from  the 
funds  authorized. 

“Unpaid  obligations”  represent  the 
amount  of  obligations  incurred  by  the 
grantee  which  have  not  been  paid. 

§  1419.3  Authorized  forms  and  instruc¬ 
tions. 

(a)  Only  those  forms  specified  in 
§§  1419.4  through  1419.7  inclusive,  and 
such  supplementary  or  other  forms  as 
may  from  time  to  time  be  authorized  by 
the  Director,  may  be  used: 

(1)  For  obtaining  financial  informa¬ 
tion  from  grantees  for  grant  programs,  or 

(2)  For  requesting  advances  or  reim¬ 
bursements  when  letters  of  credit  are  not 
used. 

(b)  All  applicable  standard  instruc¬ 
tions  promulgated  for  use  in  connection 
with  the  forms  specified  in  S§  1419.4 
through  1419.7,  inclusive,  shall  be  fol¬ 
lowed. 

(c)  Grantees  shall  submit  the  origi¬ 
nal  and  two  copies  of  the  forms  required 
pursuant  to  this  subpart.  However,  the 
Director  may  waive  the  requirement  for 
the  second  copy,  or  both  copies,  when 
not  needed. 

(d)  The  forms  (with  their  instruc¬ 
tions)  specified  in  §§  1419.4  through 
1419.7,  inclusive,  will  be  available  to 
the  public  upon  request  to  the  Director. 

§  1419.4  Financial  status  report. 

(a)  Form.  State  and  local  government 
grantees  shall  use  the  standard  Financial 
Status  Report  prescribed  by  Attach¬ 
ment  H  of  OMB  Circular  No.  A-102 
(HEW  Form  601T)  to  report  the  status 
of  funds  for  all  nonconstruction  projects. 
The  Director  may  choose  not  to  require 
the  Financial  Status  Report  when  the 
Request  for  Advance  or  Reimbursement 
(see  §  1419.6)  is  determined  to  provide 
adequate  information  to  meet  his/her 
needs,  except  that  a  final  Financial  Sta¬ 
tus  Report  is  required  at  the  completion 
of  the  grant  when  the  Request  for  Ad¬ 
vance  or  Reimbursement  form  is  used 
only  for  advances. 

(b)  Accounting  basis.  Each  grantee 
shall  report  outlays  and  program  income 
on  the  same  accounting  basis,  i.e.,  cash 
or  accrued  expenditure  (accrual) ,  which 
it  used  in  maintaining  its  accounting  rec¬ 
ords.  The  basis  used  by  a  grantee  must 
be  consistent  for  all  grants. 

(c)  Frequency.  For  research  project 
grants,  reports  shall  be  submitted  an¬ 
nually,  and  a  final  report  shall  be  sub¬ 
mitted  upon  completion  or  termination 
of  Federal  support.  For  all  other  types  of 
grants  and  contracts,  the  Director  will 
prescribe  the  frequency  of  the  report, 
considering  the  size  and  complexity  of 
the  particular  program.  However,  the 
report  will  not  be  required  more  fre¬ 
quently  than  quarterly,  or  less  frequently 
than  annually,  and  a  final  report  is  re- 
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quired  upon  completion  or  termination 
of  Federal  support. 

(d)  Due  date.  When  reports  are  re¬ 
quired  on  a  quarterly  or  semi-annual 
basis,  they  shall  be  due  thirty  days  after 
the  end  of  the  specified  reporting  period. 
When  required  on  an  annual  basis,  they 
shall  be  due  ninety  days  after  the  end  of 
the  grant  year.  Final  reports  shall  be 
due  ninety  days  after  the  completion  or 
termination  of  Federal  support.  Justified 
requests  from  individual  grantees  for  ex¬ 
tension  of  reporting  due  dates  will  be  ap¬ 
proved  whenever  feasible. 

§  1419.5  Report  of  Federal  easli  trans¬ 
actions. 

(a)  Form.  When  funds  are  advanced 
to  State  and  local  government  grantees 
through  letters  of  credit  or  with  Treas¬ 
ury  checks,  each  grantee  shall  submit 
the  Report  of  Federal  Cash  Transactions 
prescribed  by  Attachment  H  of  OMB 
Circular  No.  A-102  (HEW  Forms  602T, 
603T) .  This  report  will  be  used  to  mon¬ 
itor  cash  advanced  to  grantees  and  to 
obtain  disbursement  or  outlay  informa¬ 
tion  for  each  project  from  the  grantees. 
The  format  of  the  report  may  be  adapted 
as  appropriate  when  reporting  is  to  be 
accomplished  with  the  assistance  of  au¬ 
tomatic  data  processing  equipment,  pro¬ 
vided  that  the  information  to  be  sub¬ 
mitted  is  not  changed. 

(b)  Forecasts  of  Federal  cash  require¬ 
ments.  Forecasts  of  Federal  cash  require¬ 
ments  may  be  required  in  the  “Remarks” 
section  of  the  report. 

(c)  Cash  in  hands  of  secondary  recipi¬ 
ents.  When  deemed  necessary  and  feasi¬ 
ble  by  the  Director,  grantees  may  be 
required  to  report  in  the  “Remarks”  sec¬ 
tion  of  the  report  the  amount  of  cash 
advances  in  excess  of  three  days’  require¬ 
ments  in  the  hands  of  secondary  recipi¬ 
ents,  and  to  provide  short  narrative  ex¬ 
planations  of  actions  taken  by  the  grant¬ 
ees  to  reduce  the  excess  balances. 

(d)  Frequency  and  due  date.  Grantees 
shall  submit  the  Report  of  Federal  Cash 
Transactions  no  later  than  fifteen  work¬ 
ing  days  following  the  end  of  each  quar¬ 
ter.  However,  where  a  letter  of  credit 
authorizes  advances  at  an  annualized 
rate  of  one  million  dollars  or  more,  the 
Director  may  require  the  reports  to  be 
submitted  within  fifteen  working  days 
following  the  end  of  each  month. 

(e)  Waiver.  The  Director  may  waive 
the  requirement  for  submission  of  the 
Report  of  Federal  Cash  Transactions 
when  a  grantee’s  monthly  advances  do 
not  exceed  $10,000:  Provided,  That  such 
advances  are  monitored  through  other 
forms  authorized  pursuant  to  this  sub¬ 
part,  or  the  grantee’s  accounting  con¬ 
trols  are  adequate  to  minimize  excessive 
Federal  Advances. 

§  1419.6  Request  for  advance  or  reim¬ 
bursement. 

(a)  State  and  local  government  gran¬ 
tees  shall  submit  their  requests  for  ad¬ 
vance  payments  or  reimbursements  un¬ 
der  nonconstruction  grants  or  contracts 
and  their  requests  for  advance  payments 
under  construction  grants  or  contracts, 
on  the  Request  for  Advance  or  Reim¬ 
bursement  form  prescribed  by  Attach¬ 


ment  H  of  OMB  Circular  No.  A-102 
(HEW  Form  604T)  when  letters  of  credit 
or  predetermined  automatic  Treasury 
chec*  advance  methods  are  not  used.  Ad¬ 
ditionally,  the  Director  may  prescribe 
this  form  for  construction  grants  in  lieu 
of  the  Outlay  Report  and  Request  for  Re¬ 
imbursement  for  Construction  Programs 
as  specified  in  §  1419.7  (d) . 

(b)  Grantees  will  be  authorized  to  sub¬ 
mit  no  less  often  than  monthly  their 
requests  for  advances  or  reimbursement 
when  letters  of  credit  or  predetermined 
automatic  Treasury  check  advance 
methods  are  not  used. 

§  1419.7  Outlay  report  and  request  for 

reimbursement  for  construction  proj¬ 
ects. 

(a)  Construction  grants  paid  by  reim¬ 
bursement  method.  (1)  Requests  for  re¬ 
imbursement  under  construction  grants 
shall  be  submitted  on  the  Outlay  Report 
and  Request  for  Reimbursement  for  Con¬ 
struction  Programs  form  prescribed  by 
Attachment  H  of  OMB  Circular  No.  A- 
102.  Director  may,  however,  substitute 
the  Request  for  Advance  or  Reimburse¬ 
ment  form  specified  in  §  1419.6  in  lieu  of 
this  form  when  he/she  determines  that 
the  former  provides  adequate  informa¬ 
tion  to  meet  his/ her  needs. 

(2)  Grantees  will  be  authorized  to 
submit  no  less  often  than  monthly  their 
requests  for  reimbursement  under  con¬ 
struction  grants. 

(b)  Construction  grants  paid  by  letter 
of  credit  or  Treasury  check  advances. 
(1)  When  a  construction  grant  is  paid 
by  letter  of  credit  or  Treasury  check  ad¬ 
vances,  the  grantee  shall  report  its  Out¬ 
lays  to  the  Director  using  the  Outlay  Re¬ 
port  and  Request  for  Reimbursement  for 
Construction  Programs  form  prescribed 
by.  Attachment  H  of  OMB  Circular  No. 
A-102.  In  these  cases,  the  grantee 
should  leave  blank  those  items  on  the 
form  which  are  applicable  only  when  re¬ 
questing  reimbursement,  i.e.;  items  3,  5, 
10,  lit,  llu,  and  llv. 

(2)  In  lieu  of  the  certification  and 
signatures  in  items  12,  12a,  and  12b,  the 
following  certification,  signed  on  behalf 
of  the  grantee  by  an  authorized  official 
of  the  grantee,  shall  be  submitted  to  the 
Director  with  the  outlay  report: 

1  certify  that  to  the  best  of  my  knowledge 
and  beUef  the  accompanying  report  la  cor¬ 
rect  and  complete  and  that  aU  outlays 
reported  therein  are  for  the  purposes  set 
forth  in  the  grant  award  documents. 

Information  as  to  percentage  of  project 
completion  and  certification  thereof  by 
the  Government  representative  shall  be 
submitted  independently  of  the  outlay 
report  at  such  times  and  by  such  means 
as  may  be  prescribed  by  the  Director. 

(3)  Frequency  and  due  date  of  the 
Outlay  Report  and  Request  for  Reim¬ 
bursement  for  Construction  Programs 
shall  be  governed  by  §  1419.4  (c) 

and  (d) . 

(c)  Accounting  basis.  The  accounting 
basis  for  the  Outlay  Report  and  Request 
for  Reimbursement  for  Construction 
Programs  shall  be  governed  by 
§  1419.4(b). 


(d)  Alternative  forms.  For  construc¬ 
tion  grants  and  contracts  paid  by  the 
reimbursement  method,  or  by  Treasury 
check  advances  based  on  periodic  re¬ 
quests  from  the  grantee,  the  Director 
may  substitute  the  Request  for  Advance 
or  Reimbursement  specified  in  $  1419.6 
in  lieu  of  the  Outlay  Report  and  Request 
for  Reimbursement  for  Construction  Pro¬ 
grams.  When  any  other  payment  method 
is  used,  the  Director  may  substitute  the 
Financial  Status  Report  specified  in 
§  1419.4. 

§  1419.9  Request  for  supplementary 
Treasury  checks. 

When  the  drawing  authority  for  a 
specified  period  under  a  letter  of  credit 
is  insufficient,  the  State  or  local  govern¬ 
ment  grantee  may  request  a  supplemen¬ 
tary  Treasury  check  payment  by  letter. 

Subpart  B — Requirements  for  Grantees 
Other  Than  State  and  Local  Governments 

§  1419.20  Financial  reporting. 

Grantees  other  than  State  and  local 
governments  shall  submit  such  financial 
reports  containing  such  pertinent  in¬ 
formation  and  in  accordance  with  such 
forms  and  instructions  as  the  Director 
may  specify,  consistent  with  applicable 
policy  of  the  Department  and  Federal 
Government. 


PART  1420— BONDING  AND  INSURANCE 

Sec. 

1420.1  General. 

1420.2  Construction  and  facility  improve¬ 

ment. 

1420.3  Loan  guarantees. 

Authority:  Section  405  of  the  General 
Education  Provisions  Act  as  added  by  section 
301  (a)  (2)  of  Public  Law  92-318,  88  Stat.  328 
(20  UJ3.C.  122le) ;  OMB  Circular  A-102,  At¬ 
tachment  B. 

§  1420.1  General. 

Grantees  shall  observe  their  regular 
requirements  and  practices  with  respect 
to  bonding  and  insurance.  No  additional 
bonding  and  Insurance  requirements 
will  be  imposed,  including  fidelity  bonds, 
except  as  provided  in  §§  1420.2  and 
1420.3. 

§  1420.2  Construction  and  facility  im¬ 
provement. 

The  recipient  of  a  grant  which  requires 
contracting  for  construction  or  facility 
improvement  (including  any  grant  which 
provides  for  alterations  or  renovations  of 
real  property)  shall  follow  its  own  re¬ 
quirements  and  practices  relating  to  bid 
guarantees,  performance  bonds,  and  pay¬ 
ment  bonds  except  for  contracts  exceed¬ 
ing  $100,000.  For  contracts  exceeding 
$100,000,  the  minimum  requirements 
shall  be  as  follows : 

(a)  A  bid  guarantee  from  each  bidder 
equivalent  to  five  percent  of  the  bid  price. 
The  bid  guarantee  shall  consist  of  a  firm 
commitment  such  as  a  bid  bond,  certi¬ 
fied  check,  or  other  negotiable  instru¬ 
ment  accompanying  a  bid  as  assurance 
that  the  bidder  will,  upon  acceptance  of 
his/her  bid,  execute  such  contractual 
documents  as  may  be  required  within 
the  time  specified. 
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<b)  A  performance  bond  on  the  part 
of  the  contractor  for  100  percent  of  the 
contract  price.  A  performance  bond  Is 
one  executed  in  connection  with  a  con¬ 
tract  to  secure  fulfillment  of  all  the 
contractor’s  obligations  under  the  con¬ 
tract. 

(c)  A  payment  bond  on  the  part  of 
the  contractor  for  100  percent  of  the 
contract  price.  A  payment  bond  is  one 
executed  in  connection  with  a  contract 
to  assure  payment  as  required  by  law  of 
all  persons  supplying  labor  and  material 
in  the  execution  of  the  work  provided 
for  in  the  contract. 

§  1420.3  Loan  guarantees. 

Where  in  connection  with  a  grant,  the 
Director  also  guarantees  the  payment 
of  money  borrowed  by  the  grantee  the 
Director  may,  at  his  discretion,  require 
adequate  bonding  and  insurance  if  the 
bonding  and  insurance  requirements  of 
the  grantee  are  not  deemed  to  be  suffi¬ 
cient  to  protect  adequately  the  interests 
of  the  Federal  Government. 


PART  1422— CONSTRUCTION 

Sec. 

1422.1  General. 

1422  .3  Title  to  site. 

1422.5  Safety  and  health. 

1422.7  Environmental  impact. 

1422.9  Reports. 

1422.11  Cultural  activities. 

1422.13  Commencement  of  construction. 
1422.15  Cost-sharing  and  operational  funds. 
1422.17  Contracting. 

1422.19  Copeland  “Anti-Kick  Back”  Act. 
1422.23  Contract  Work  Hours  and  Safety 
Standards  Act. 

1422.25  Supervision  and  inspection. 

1422.27  Civil  rights  assurance. 

1422.29  Federal  access  to  records  and  work. 
1422.31  Operation  and  maintenance. 

1422.33  Access  by  the  handicapped. 

1422.35  Timeliness  of  work. 

1422.37  Avoidance  of  flood  hazards. 

1422.39  Relocation  assistance. 

1422.41  Preservation  of  historic  sites. 

1422.43  Water  pollution. 

1422.45  Nondiscrimination. 

Authority:  Section  405  of  the  General 
Education  Provisions  Act,  as  added  by  sec¬ 
tion  301  (a)  (2)  of  Public  Law  92-318,  86  Stat. 
328  (20  U.S.C.  1221e);  §§  1422.17  through 
1422.23  also  Issued  under  OMB  Circular  No. 
A— 102,  Attachment  O,  unless  otherwise 
noted. 

§  1422.1  General. 

(a)  Scope.  (1)  It  is  the  policy  of  the 
Institute  that  only  limited  funding  will 
be  available  under  section  405  of  the  Act 
for  the  support  of  construction.  Con¬ 
struction  activities  will  be  approved  for 
assistance  under  this  subchapter,  and 
the  provisions  of  this  part  will  apply, 
only  when  the  Director  decides  that  sup¬ 
port  of  such  activities  is  necessary  to  the 
effectuation  of  the  purposes  set  forth  in 
§  1400.3  of  this  subchapter. 

(2)  Except  to  the  extent  specifically 
provided  in  the  terms  and  conditions  of 
individual  grant  award  documents,  the 
provisions  of  this  part  are  not  intended 
to  apply  to  minor  remodeling. 

(b)  Definition.  For  the  purposes  of 
this  section,  the  term  “facilities”  means 
one  or  more  structures  in  one  or  more 
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locations,  constructed  pursuant  to  this 
section. 

(c)  Manner  of  construction.  Such  con¬ 
struction  must  be  functional,  undertaken 
In  an  economical  manner,  and  not  elab¬ 
orate  in  design  or  extravagant  in  the 
use  of  materials  in  comparison  with  fa¬ 
cilities  of  a  similar  type  constructed  in 
the  State  (or  other  applicable  geographic 
area)  within  such  period  as  may  be  desig¬ 
nated  by  the  Director  as  appropriate  for 
the  purposes  of  this  part. 

(d)  Conditions  for  assistance.  Where 
applications  are  submitted  to  the  Di¬ 
rector  for  projects  which  involve  con¬ 
struction,  Federal  financial  assistance 
for  such  construction  shall  be  subject  to 
the  conditions  specified  in  this  sub¬ 
chapter. 

§  1422.3  Title  to  site. 

The  applicant  shall  have  or  will  ob¬ 
tain  a  fee  simple  or  such  other  estate  or 
Interest  in  the  site,  including  access 
thereto,  as  1s  sufficient  to  assure  undis¬ 
turbed  use  and  possession  of  the  facilities 
for  not  less  than  the  useful  life  of  the 
facility. 

§  1422.5  Safety  and  health. 

In  planning  for  and  designing  facili¬ 
ties,  the  applicant  shall  observe  local 
and  States  codes  as  well  as  the  National 
Fire  Protection  Association  (NFPA) 
Standard  101,  (Life  Safety  Code)  and 
standards  adopted  under  the  Occupa¬ 
tional  Safety  and  Health  Act  of  1970 
(Public  Law  91-576) :  Provided,  however, 
That  to  the  extent  they  are  more  strin¬ 
gent,  State  and  local  codes  shall  apply. 

§  1422.7  Environmental  impact. 

The  applicant  shall  provide  the  De¬ 
partment  Regional  Office  with  an  assess¬ 
ment  of  the  impact  of  the  project  on  the 
quality  of  the  environment  in  accordance 
with  section  102(2)  (C)  of  the  National 
Environmental  Policy  Act  of  1969  (42 
U.S.C.  4332(2)  (C))  and  Executive  Order 
No.  11514  (34  FR  4247) ;  and  will  com¬ 
ply  with  such  procedures  in  that  regard 
as  may  be  established  by  the  Depart¬ 
ment. 

§  1422.9  Reports. 

The  applicant  shall  furnish  progress 
reports  and  such  other  information 
relating  to  the  proposed  construction  and 
the  project  as  the  Director  may  require. 

§  1422.11  Casual  activities. 

Reasonable  provision  shall  be  made, 
consistent  with  the  other  uses  to  be 
made  of  the  facilities,  far  areas  in  such 
facilities  which  are  adaptable  for  artistic 
and  cultural  activities. 

§  1422.13  Commencement  of  construc¬ 
tion. 

(a)  Approval  by  the  Director  of  the 
final  working  drawings  and  specifica¬ 
tions  shall  be  obtained  before  the  pro¬ 
posed  construction  is  advertised  or 
placed  on  the  market  for  bidding,  (b) 
The  construction  shall  be  completed  in 
accordance  with  the  approved  applica¬ 
tion,  drawings,  and  specifications,  (c) 
The  applicant  shall  submit  to  the  Di¬ 
rector  for  prior  approval  changes  that 


39013 

materially  alter  the  scope  or  costs  of  the 
project,  use  of  space,  or  functional  lay¬ 
out;  and  the  applicant  shall  not  enter 
into  any  construction  contract  for  the 
proposed  construction  or  a  part  thereof 
until  the  requirements  of  this  subchapter 
and,  in  particular,  Part  1414  of  this  sub¬ 
chapter  and  this  subpart,  have  been  met. 

§  1422.15  Cost-sharing  and  operational 

funds. 

Sufficient  funds  shall  be  available  to 
meet  the  non-Federal  share  of  the  cost 
of  constructing  the  facility  where  ap¬ 
plicable,  and  sufficient  funds  shall  be 
available  when  construction  is  completed 
to  assure  effective  operation  and  main¬ 
tenance  of  the  facility  for  the  purposes 
for  which  constructed. 

§  1422.17  Contracting. 

(a)  Except  as  otherwise  provided  by 
State  or  local  law,  all  contracting  for 
construction  including  the  purchase  and 
installation  of  builtin  equipment  shall  be 
on  a  lump  sum  fixed-price  basis,  and 
contracts  shall  be  awarded  in  accordance 
with  the  procedural  rules  and  substan¬ 
tive  requirements  set  forth  in  Part  1414 
of  this  subchapter. 

(b)  If  one  or  more  items  of  construc¬ 
tion  are  covered  by  an  established  alter¬ 
native  procedure  for  awarding  contracts, 
consistent  with  State  and  local  laws  and 
regulations,  which  is  approved  by  the  Di¬ 
rector  and  is  designed  to  assure  construc¬ 
tion  in  an  economical  manner  consistent 
with  sound  business  practice,  such  alter¬ 
native  procedure  may  be  followed. 

§1422.19  Copeland  “Anti-Kick  Back.” 

Act. 

All  contracts  for  construction  or  re¬ 
pair  shall  include  a  provision  for  com¬ 
pliance  with  the  Copeland  "Anti-Kick 
Back”  Act  (18  U.S.C.  874)  as  supple¬ 
mented  in  Department  of  Labor  regu¬ 
lations  (29  CFR  Part  3) .  This  Act  pro¬ 
vides  that  each  contractor  shall  be  pro¬ 
hibited  from  inducing,  by  any  means, 
any  person  employed  in  the  construction, 
completion,  or  repair  of  public  work,  to . 
give  up  any  part  of  the  compensation  to 
which  he  is  otherwise  entitled.  The 
grantee  shall  report  all  suspected  or  re¬ 
ported  violations  to  the  Director. 

§  1422.23  Contract  Work  Hours  and 
Safety  Standards  Act. 

Where  applicable,  all  contracts 
awarded  by  gran  tees -and  subcontractors 
in  excess  of  $2,000  for  construction  con¬ 
tracts  and  in  excess  of  $2,500  for  other 
contracts  which  involve  the  employment 
of  mechanics  or  laborers  shall  include  a 
provision  for  compliance  with  sections 
103  and  107  of  the  Contract  Work  Hours 
and  Safety  Standards  Act  (40  U.S.C. 
327-330)  as  supplemented  by  Depart¬ 
ment  of  Labor  regulations  (29  CFR  Part 
5).  Under  section  103  of  the  Act,  each 
contractor  shall  be  required  to  compute 
the  wages  of  every  mechanic  and  laborer 
on  the  basis  of  a  standard  workday  of 
8  hours  and  a  standard  workweek  of 
40  hours.  Work  in  excess  of  the  standard 
workday  or  workweek  is  permissible : 
Provided,  That  the  worker  is  compen¬ 
sated  at  a  rate  of  not  less  than  1%  times 
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the  basic  rate  of  pay  for  all  hours  worked 
in  excess  of  8  hours  in  any  calendar  day 
or  40  hours  in  the  workweek.  Section 
107  of  the  Act  is  applicable  to  construc¬ 
tion  work  and  provides  that  no  laborer  or 
mechanic  shall  be  required  to  work  in 
surroundings  or  under  working  condi¬ 
tions  which  are  unsanitary,  hazardous, 
or  dangerous  to  his  health  and  safety  as 
determined  under  construction,  safety 
and  health  standards  promulgated  by 
the  Secretary  of  Labor.  These  require¬ 
ments  do  not  apply  to  the  purchases  of 
supplies  or  materials  or  articles  ordi¬ 
narily  available  on  the  open  market,  or 
contracts  for  transportation  or  trans¬ 
mission  of  intelligence. 

§  1422.25  Supervision  and  inspection. 

The  applicant  shall  provide  and  main¬ 
tain  competent  and  adequate  architec¬ 
tural  engineering  supervision  and  inspec¬ 
tion  at  the  construction  site  to  insure 
that  the  completed  work  conforms  to  the 
approved  drawings  and  specifications. 

§  1422.27  Civil  rights  assurance. 

If  an  assurance  of  compliance  with 
Title  VI  of  the  Civil  Rights  Act  of  1964 
(Form  HEW  441)  applying  to  the  facility 
described  in  the  application  has  not  been 
filed,  such  an  assurance  shall  be  attached 
to  the  application. 

(42  U.S.C.  2000d) 

§  1422.29  Federal  access  to  records  and 
work. 

Representatives  of  the  Federal  Gov¬ 
ernment  shall  have  access  at  all  reason¬ 
able  times  to  the  grantee’s  records  and 
to  work  whenever  it  is  in  preparation  or 
progress,  and  the  contractor  shall  be 
required  under  the  contract  to  provide 
proper  facilities  for  such  access  and  in¬ 
spection. 

§  1422.31  Operation  and  maintenance. 

The  facility  shall  be  operated  and 
maintained  in  accordance  with  the  re¬ 
quirements  of  applicable  Federal,  State, 
and  local  agencies  for  the  maintenance 
and  operation  of  such  facilities. 

§  1422.33  Access  by  the  handicapped. 

The  applicant  shall  require  the  facility 
to  be  designed  to  comply  with  the  “Amer¬ 
ican  Standard  Specifications  for  Making 
Buildings  and  Facilities  Accessible  to, 
and  Usable  by,  the  Physically  Handi¬ 
capped,”  No.  A117. 1-1961,  as  modified  by 
other  standards  prescribed  by  the  Sec¬ 
retary  or  the  U.S.  Administrator  of  Gen¬ 
eral  Services.  (41  CFR  101-17.703)  The 
grantee  shall  be  responsible  for  conduct¬ 
ing  inspections  to  insure  compliance  with 
these  specifications  by  the  contractor. 

§  1422.35  Timeliness  of  work. 

The  applicant  shall  cause  work  on  the 
project  to  be  commenced  within  a  rea¬ 
sonable  time  after  receipt  of  notification 
from  the  Director  that  funds  have  been 
awarded,  and  the  project  shall  be  prose¬ 
cuted  to  completion  with  reasonable 
diligence. 

§  1422.37  Avoidance  of  flood  hazards. 

In  the  planning  of  the  construction  of 
facilities  involving  the  use  of  Federal 


funds,  the  recipient  shall.  In  accordance 
with  the  provisions  of  Executive  Order 
No.  11296  of  August  10,  1966  (31  FR 
10663)  and  such  rules  and  regulations  as 
may  be  issued  by  the  Secretary  to  carry 
out  those  provisions,  evaluate  flood  haz¬ 
ards  in  connection  with  such  facilities 
and,  as  far  as  practicable,  avoid  the  un¬ 
economic,  hazardous,  or  unnecessary  use 
of  flood  plains  in  connection  with  such 
construction. 

§  1422.39  Relocation  assistance. 

Projects  receiving  Federal  financial 
assistance  pursuant  to  this  section  are 
subject  to  the  regulations  on  Relocation 
Assistance  and  Real  Property  Acquisi¬ 
tion  policies  contained  in  Part  15  of  this 
title. 

§  1422.41  Preservation  of  historic  sites. 

Each  application  for  Federal  financial 
assistance  for  construction  shall  describe 
the  relationship  to  and  the  probable  ef¬ 
fect,  or  lack  of  effect,  on  any  district, 
site,  building,  structure,  or  object  that  is 
included  in  the  National  Register  of  His¬ 
toric  Preservation  of  the  National  Park 
Service  and  published  with  periodical 
updatings  in  the  Federal  Register.  Such 
information  is  to  be  furnished  to  the 
Department  of  Health,  Education,  and 
Welfare  to  enable  it  to  take  into  account 
such  an  effect  and  to  consider  the  com¬ 
ments  thereon  of  the  Advisory  Council 
of  Historic  Preservation,  prior  to  provid¬ 
ing  such  Federal  financial  assistance,  as 
required  by  section  106  of  Public  Law 
89-665  (16  U.S.C.  470f). 

§  1422.43  Water  pollution. 

The  recipient  shall  comply  with  Execu¬ 
tive  Order  No.  11288  of  July  7,  1966.  (31 
FR  9261),  “Prevention,  Control,  and 
Abatement  of  Water  Pollution.” 

(E.O.  No.  11288) 

§  1422.45  Nondiscrimination. 

Construction  contracts  shall  include 
the  applicable  provisions  of  Executive 
Order  No.  11246,  as  amended  by  Execu¬ 
tive  Order  No.  11375  (nondiscrimination 
in  construction  contract  employment), 
and  the  applicant  shall  otherwise  com¬ 
ply  with  the  requirements  of  section  301 
of  said  Executive  order. 

(E.O.  Nos.  11246,  11376) 


PART  1424 — ACCOUNTABILITY  FOR 
FEDERAL  FUNDS 

Sec. 

1424.1  Closeout. 

1424.2  Unexpended  funds. 

1424.4  Withholding  of  funds. 

1424.6  Waiver  of  law  prohibited. 

1424.8  Termination  and  suspension  for 

cause. 

1424.10  Termination  on  other  grounds. 

Authority  :  Sec.  406  of  the  General  Educa¬ 
tion  Provisions  Act,  as  added  by  section  301 
(a)  (2)  of  Public  Law  92-318,  86  Stat.  328  (20 
U.S.C.  1221e),  unless  otherwise  noted. 

§  1424.1  Closeout. 

(a)  “Closeout”  means  the  process  by 
which  the  Director  determines  that  all 
applicable  administrative  actions  and  all 
required  work  of  the  grant  have  been 


completed  by  the  grantee  and  the 
Director. 

(b)  In  closing  out  grants,  the  follow¬ 
ing  shall  be  observed : 

(1)  Upon  request,  the  Director  shall 
make,  or  arrange  for,  prompt  payment 
to  the  grantee  for  allowable  reimbursable 
costs  not  covered  by  previous  payments. 

(2)  The  grantee  shall  immediately  re¬ 
fund  to  the  Federal  Government,  or 
otherwise  dispose  of  in  accordance  with 
instructions  from  the  Director,  any  un¬ 
encumbered  balance  of  cash  advanced  to 
the  grantee. 

(3)  In  addition  to  such  other  account¬ 
ing  as  the  Director  may  require,  the 
grantee  shall : 

(i)  Render,  with  respect  to  the  proj-  - 
ect,  a  full  account  of  funds  expended,  ob¬ 
ligated,  and  remaining;  and 

(ii)  Submit  a  report  of  such  account¬ 
ing  to  the  Director  within  90  days  of  the 
expiration  or  termination  of  the  grant, 
and  the  grantee  shall  remit  within  30 
days  of  the  receipt  of  a  written  request 
therefor  any  amounts  found  by  the  Di¬ 
rector  to  be  due.  Such  periods  may  be 
extended  at  the  discretion  of  the  Direc¬ 
tor  upon  written  request  of  the  grantee. 

(4)  The  Director  will  make  a  settle¬ 
ment  for  any  upward  or  downward  ad¬ 
justment  of  the  Federal  share  of  costs  to 
the  extent  called  for  by  applicable  stat¬ 
utes,  regulations,  or  the  terms  and  con¬ 
ditions  of  the  grant. 

(5)  In  the  event  a  final  audit  has  not 
been  performed  prior  to  the  closeout  of 
the  grant,  the  Director  shall  retain  the 
right  to  recover  an  appropriate  amount 
after  fully  considering  the  recommenda¬ 
tions  on  disallowed  costs  resulting  from 
the  final  audit. 

(c)  The  provisions  of  Part  1415  of  this 
subchapter  shall  be  observed  by  the 
grantee  in  accounting  for  any  property 
acquired  with  grant  funds,  or  received 
from  the  Federal  Government  in  connec¬ 
tion  with  the  grant, 

(31  U.S.C.  628;  OMB  Circular  No.  A-102,  At¬ 
tachment  L) 

§  1424.2  Unexpended  funds. 

In  the  event  that  the  amounts  pre¬ 
viously  awarded  have  not  been  obligated 
pursuant  to  the  approved  project,  and 
in  the  judgment  of  the  Director,  will  not 
be  obligated  for  such  purposes,  the  Di¬ 
rector  may,  upon  notice  to  the  grantee, 
reduce  the  amount  of  the  grant  to  an 
amount  consistent  with  the  grantee’s 
needs  pursuant  to  §  1424.8. 

§  1424.8  Withholding  of  funds. 

The  award  of  a  grant,  and  any  pay¬ 
ment  pursuant  thereto,  shall  not  be 
deemed  to  waive  the  right  of  the  Di¬ 
rector  to  withhold  funds  by  reason  of 
the  failure  of  a  grantee  to  observe,  either 
before  or  after  such  administrative 
action,  any  Federal  requirements. 

§  1424.6  Waiver  of  law  prohibited. 

No  official,  agent,  or  employee  of  the 
Institute  or  the  Department  of  Health, 
Education,  and  Welfare  shall  have  the 
authority  to  waive  or  alter  any  provision 
of  the  regulations  in  this  chapter  (except 
through  amendment  by  publication  in 
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the  Federal  Register  or  other  relevant 
statute  or  regulation,  and  no  action  or 
failure  to  act  on  the  part  of  such  official, 
agent,  or  employee  shall  operate  in  dero¬ 
gation  of  the  Director’s  right  to  enforce¬ 
ment  of  such  provisions  in  accordance 
with  their  terms. 

(43  Dec.  Comp.  Gen.  31  (1963)) 

§  1424.8  Termination  and  suspension 
for  cause. 

(a)  Termination.  Grant  assistance  pro¬ 
vided  by  the  Institute  under  section  405 
of  the  Act  may  be  terminated  in  whole 
or  in  part  if  the  Director  determines, 
after  affording  the  grantee  reasonable 
notice  of  intent  to  terminate  and  an  op¬ 
portunity  to  present  its  position,  that 
the  grantee  has  failed  to  carry  out  its 
approved  project  proposal  in  accordance 
with  the  applicable  law  and  the  terms  of 
such  assistance  or  has  otherwise  failed  to 
comply  with  any  law,  regulation,  assur¬ 
ance,  term,  or  condition  applicable  to 
the  grant. 

(b)  Notice  of  termination.  Proceedings 
with  respect  to  the  termination  of  the 
grant  shall  be  initiated  by  the  mailing 
of  a  notice  to  the  grantee  setting  forth 
the  basis  of  the  proposed  termination 
and  the  procedures  available  to  the 
grantee  under  this  section  and  Part  16 
of  this  title. 

(c)  Suspension  of  assistance.  Subject 
to  paragraph  (f)  of  this  section,  assist¬ 
ance  may  be  suspended  during  the  pend¬ 
ency  of  a  termination  proceeding  initi¬ 
ated  pursuant  to  this  section. 

(d)  Notice  of  suspension.  If  the  Di¬ 
rector  determines  that  suspension  of 
assistance  during  the  pendency  of  a  ter¬ 
mination  proceeding  is  necessary,  notice 
of  the  suspension  shall  be  mailed  to  the 
grantee  (which  may  be  included  in  the 
notice  of  termination) .  The  notice  of  sus¬ 
pension  shall:  (1)  Inform  the  grantee 
of  that  determination,  (2)  advise  the 
grantee  of  the  effective  date  of  the  sus¬ 
pension  (which  will  be  no  earlier  than 
the  date  of  the  notice  of  termination), 
and  (3)  offer  the  grantee  an  opportunity 
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to  show  why  such  action  should  not  be 
taken. 

(e)  Effect  of  notice  of  suspension.  (1) 
the  notice  required  under  paragraph  (d) 
of  this  section  shall  advise  the  grantee 
that  no  new  expenditures  or  obligations 
made  or  incurred  in  connection  with  the 
grant  during  the  period  of  the  suspension 
will  be  recognized  by  the  Government  in 
the  event  that  assistance  is  ultimately 
terminated. 

(2)  Expenditures  to  fulfill  legally  en¬ 
forceable  commitments  made  prior  to  the 
notice  of  suspension,  in  good  faith  and 
in  accordance  with  the  grantee’s  ap¬ 
proved  project,  and  not  in  anticipation 
of  suspension  or  termination,  will  not  be 
considered  new  expenditures. 

(f)  Opportunity  to  show  cause.  If  the 
grantee  requests  an  opportunity  to  show 
cause  why  a  suspension  of  assistance 
should  not  be  continued  or  imposed,  the 
Director  will,  within  7  days  after  receiv¬ 
ing  such  request,  hold  an  informal  meet¬ 
ing  for  that  purpose  at  a  site  selected  by 
the  Director. 

(g)  Grant  appeals  board.  (1)  The 
grantee  may  appeal  the  Government’s 
decision  to  terminate  the  grant  by  sub¬ 
mitting  an  application  for  review  to  the 
Departmental  Grant  Appeals  Board  pur¬ 
suant  to  Part  16  of  this  title. 

(2)  Either  the  grantee  or  the  Di¬ 
rector  may  request  an  informal  meeting 
regarding  the  proposed  termination,  but 
for  the  purposes  of  §  16.5(b)(2)  of  this 
title,  the  grantee  shall  be  deemed  to 
have  exhausted  the  Institute’s  informal 
procedures  upon  its  receipt  of  the  notice 
of  termination. 

(h)  Effective  date  of  termination. 
Termination  of  assistance  under  this 
section  will  be  effected  by  the  delivery  to 
the  grantee  of  the  notice  of  termination 
under  paragraph  (b)  of  this  section;  or, 
where  the  grantee  invokes  the  proce¬ 
dures  available  under  paragraph  (g)  of 
this  section,  upon  a  final  decision  under 
§  16.10  of  this  title. 

(i)  Effect  of  termination.  (1)  In  the 
event  assistance  is  terminated  under  this 
section,  financial  obligations  incurred  by 
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the  grantee  prior  to  the  effective  date  of 
such  termination  will  be  allowable  to  the 
extent  they  would  have  been  allowable 
had  such  assistance  not  been  terminated, 
except  that  (i)  no  obligations  incurred 
during  the  period  in  which  such  assist¬ 
ance  was  suspended  and  no  obligations 
incurred  in  anticipation  of  suspension  or 
termination  will  be  allowed  and  (ii)  the 
grantee  shall  cancel  as  many  outstand¬ 
ing  obligations  as  possible. 

(2)  Within  60  days  of  the  effective 
date  of  termination  of  assistance  under 
this  section,  the  grantee  shall  furnish 
an  itemized  accounting  of  funds  ex¬ 
pended,  obligated,  and  remaining.  With¬ 
in  30  days  of  a  request  therefor,  the 
grantee  shall  remit  to  the  Institute  any 
accounts  found  due. 

(31  U.S.C.  628;  OMB  Circular  No.  A-102, 
Attachment  L) 

§  1424.10  Termination  on  other  grounds. 

(a)  Except  as  provided  in  §  1424.8, 
grants  may  be  terminated  in  whole  or 
in  part  only  as  follows : 

(1)  By  the  Director  with  the  consent 
of  the  grantee,  in  which  case  the  two 
parties  shall  agree  upon  the  termination 
conditions,  including  the  effective  date 
and  in  the  case  of  partial  terminations, 
the  portion  to  be  terminated,  or 

(2)  By  the  grantee,  upon  written  noti¬ 
fication  to  the  Director,  setting  forth 
the  reasons  for  such  termination,  the 
effective  date,  and  in  the  case  of  partial 
terminations,  the  portion  to  be  ter¬ 
minated. 

(b)  When  a  grant  is  terminated  pur¬ 
suant  to  paragraph  (a)  of  this  section, 
the  grantee  shall  not  incur  new  obliga¬ 
tions  for  the  terminated  portion  after 
the  effective  date,  and  shall  cancel  as 
many  outstanding  obligations  as  possi¬ 
ble.  The  Director  shall  allow  full  credit 
to  the  grantee  for  the  Federal  share  of 
the  noncancellable  obligations  properly 
incurred  by  the  grantee  prior  to  termina¬ 
tion. 

[FR  Doc.74-25350  Filed  ll-l-74;8:45  am] 
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NOTICE  TO  FEDERAL  REGISTER  READERS 


As  part  of  its  continuing  program  to  improve  the  quality  of  the  daily  FEDERAL  REGISTER  and  CODE  OF 
FEDERAL  REGULATIONS,  the  Office  of  the  Federal  Register  is  soliciting  the  views  of  interested  persons  on  the 
effectiveness  of  individual  Federal  .Register  documents  and  on  regulations  contained  in  the  CODE  OF  FEDERAL 
REGULATIONS. 

Our  goal  is  twofold: 

First — to  make  each  document  published  in  the  FEDERAL  REGISTER  easily  understandable,  thus  making 
compliance  easier,  more  efficient,  and  less  costly;  and 
Second — to  identify  and  correct  any  existing  Federal  regulations  which  are  obsolete,  unnecessarily  wordy, 
or  unclearly  stated. 

We  believe  this  effort  is  consistent  with  the  objectives  stated  by  President  Ford  in  his  October  8th  speech  on 
the  economy  in  which  he  announced  “a  joint  effort  by  the  Congress,  the  executive  branch  and  the  private  sector  to 
identify  and  eliminate  existing  Federal  rules  and  regulations  that  increase  costs  to  the  consumer  without  any  good 
reason  in  today’s  economic  climate.”  • 

The  Office  of  the  Federal  Register  we  v-  es  your  comments  and  suggestions.  The  survey  blank  below  is 
provided  for  that  purpose.  All  comments  received  will  be  maintained  in  a  public  docket  and  will  be  available  for 
inspection  in  the  Office  of  the  Federal  Register  to  any  interested  persons  or  agencies.  Comments  which  point  out 
the  need  for  substantive  changes  in  existing  regulations  also  will  be  forwarded  to  the  responsible  agency. 


I.  For  the  following  reasons  I  found  it  difficult  to  understand  the  document  from 
_ in  column _ ,  page _ of  the _ issue  of  the 

(agency)  (date) 

Federal  Register: 

□  only  technical  language  was  used;  □  document  contained  long  and  difficult  sentences; 

□  preamble  did  not  contain  a  clear  and  concise  explanation  of  the  document’s  purpose; 

□  other  (explain) _ 


II.  I  believe  that  the  requirement (s)  contained  in: 

A.  The  document  from _ in  column _ ,  page _ of  the 

(agency) 

_ issue  of  the  Federal  Register,  or 

(date) 

B.  Section (s) _ of  Title _ of  the  Code  of  Federal  Regulations 

impose (s)  an:  □  unnecessary;  □  unreasonable;  □  impractical;  or  □  obsolete 
requirement  on  those  persons  subject  to  that  regulation. 

My  reasons  are:  _ _ ’ _ 


III.  (Optional)  I  suggest  that  the  provision (s)  mentioned  above  be  rewritten  as  follows:; 


Please  mail  to : 

Office  of  the  Federal  Register 
National  Archives  and  Records  Service 
General  Services  Administration 


Name  and  address  (optional)’ 
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